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An act to amend Sections 27, 101, 144, 26001, 26010, 26010.5, 26011,
26011.5, 26012, 26013, 26013.5, 26014, 26015, 26016, 26017, 26018,
26030, 26031, 26031.5, 26034, 26035, 26038, 26041, 26043, 26044,
26045, 26046, 26047, 26050, 26050.2, 26051, 26051.5, 26053, 26054,
26055, 26057, 26058, 26060, 26060.1, 26061, 26062, 26063, 26067,
26068, 26069, 26070, 26070.5, 26090, 26100, 26102, 26104, 26110,
26120, 26130, 26140, 26160, 26161, 26162, 26163, 26180, 26190,
26190.5, 26191, 26200, 26202, 26210, 26210.5, 26211, 26223, 26240,
26242, 26244, 26246, 26248, 26249, and 26260 of, to amend and
renumber Sections 26069.1, 26069.5, 26105, 26106, 26121, 26131,
26132, 26133, and 26135 of, to add Sections 26010.7, 26031.01, 26031..1,
26031.2, and 26037.5 to, and to repeal Sections 26001.1, 26054.2,
26069.9, and 26134 of, the Business and Professions Code, to amend
Sections 1602 and 12029 of the Fish and Game Code, to amend Sections
52452 and 81006 of the Food and Agricultural Code, to amend Sections
9147.7 and 20391 of the Government Code, to amend Section 11474 of
the Health and Safety Code, to amend Sections 830.2 and 830.11 of the
Penal Code, to amend Sections 6414, 34010, 34012, and 34019 of the
Revenue and Taxation Code, and to amend Section 13149 of the Water
Code, relating to cannabis.
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THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT ASFOLLOWS:

SECTION 1. Section 27 of the Business and Professions Code is amended to
read:

27. (@) Each entity specified in subdivisions (c), (d), and (e) shall provide on
the internet information regarding the status of every license issued by that entity in
accordance with the California Public Records Act (Chapter 3.5 (commencing with
Section 6250) of Division 7 of Title 1 of the Government Code) and the Information
PracticesAct of 1977 (Chapter 1 (commencing with Section 1798) of Title 1.8 of Part
4 of Division 3 of the Civil Code). The public information to be provided on the internet
shall include information on suspensions and revocations of licenses issued by the
entity and other related enforcement action, including accusationsfiled pursuant to the
Administrative Procedure Act (Chapter 3.5 (commencing with Section 11340) of Part
1 of Division 3 of Title 2 of the Government Code) taken by the entity relative to
persons, businesses, or facilities subject to licensure or regulation by the entity. The
information may not include personal information, including home tel ephone number,
date of birth, or socia security number. Each entity shall disclose alicensee's address
of record. However, each entity shall allow alicensee to provide a post office box
number or other alternate address, instead of thelicensee's home address, as the address
of record. This section shall not preclude an entity from also requiring alicensee, who
has provided a post office box number or other alternative mailing address as the
licensee’s address of record, to provide aphysical business address or residence address
only for the entity’sinternal administrative use and not for disclosure asthe licensee’s
address of record or disclosure on the internet.

(b) In providing information on the internet, each entity specified in subdivisions
(c) and (d) shall comply with the Department of Consumer Affairs guidelines for
access to public records.

(c) Each of the following entities within the Department of Consumer Affairs
shall comply with the requirements of this section:

(1) The Board for Professional Engineers, Land Surveyors, and Geol ogists shall
disclose information on its registrants and licensees.

(2) The Bureau of Automotive Repair shall disclose information onitslicensees,
including auto repair dealers, smog stations, lamp and brake stations, smog check
technicians, and smog inspection certification stations.

(3) The Bureau of Household Goods and Services shall disclose information on
its licensees and registrants, including major appliance repair dealers, combination
dealers (electronic and appliance), electronic repair dealers, service contract sellers,
service contract administrators, and household movers.

(4) The Cemetery and Funeral Bureau shall discloseinformation onitslicensees,
including cemetery brokers, cemetery salespersons, cemetery managers, crematory
managers, cemetery authorities, crematories, cremated remains disposers, embamers,
funeral establishments, and funeral directors.

(5) TheProfessional Fiduciaries Bureau shall discloseinformation onitslicensees.

(6) The Contractors State License Board shall discloseinformation onitslicensees
and registrants in accordance with Chapter 9 (commencing with Section 7000) of
Division 3. In addition to information related to licenses as specified in subdivision
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(a), the board shall also disclose information provided to the board by the Labor
Commissioner pursuant to Section 98.9 of the Labor Code.

(7) The Bureau for Private Postsecondary Education shall disclose information
on private postsecondary institutions under its jurisdiction, including disclosure of
notices to comply issued pursuant to Section 94935 of the Education Code.

(8) The California Board of Accountancy shall disclose information on its
licensees and registrants.

(9) The California Architects Board shall disclose information on its licensees,
including architects and landscape architects.

(10) The State Athletic Commission shall disclose information on its licensees
and registrants.

(11) The State Board of Barbering and Cosmetology shall disclose information
on itslicensees.

(12) The Acupuncture Board shall disclose information on its licensees.

(13) The Board of Behavioral Sciences shall discloseinformation onitslicensees
and registrants.

(14) The Dental Board of California shall disclose information on its licensees.

(15) The State Board of Optometry shall disclose information on its licensees
and registrants.

(16) The Board of Psychology shall disclose information on its licensees,
including psychologists, psychological assistants, and registered psychol ogists.

(17) The Veterinary Medical Board shall disclose information on its licensees,
registrants, and permitholders.

(d) The State Board of Chiropractic Examiners shall disclose information on its
licensees.

(e) The Structural Pest Control Board shall disclose information onitslicensees,
including applicators, field representatives, and operators in the areas of fumigation,
general pest and wood destroying pests and organisms, and wood roof cleaning and
treatment.

(f) “Internet” for the purposes of this section has the meaning set forth in
paragraph (6) of subdivision (f) of Section 17538.

SEC. 2. Section 101 of the Business and Professions Code is amended to read:

101. The department is comprised of the following:

(@) The Dental Board of California.

(b) The Medical Board of California.

(c) The State Board of Optometry.

(d) The California State Board of Pharmacy.

(e) The Veterinary Medical Board.

(f) The California Board of Accountancy.

(g) The CdiforniaArchitects Board.

(h) The State Board of Barbering and Cosmetology.

(i) The Board for Professional Engineers, Land Surveyors, and Geologists.

() The Contractors State License Board.

(k) The Bureau for Private Postsecondary Education.

() The Bureau of Household Goods and Services.
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(m) The Board of Registered Nursing.

(n) The Board of Behavioral Sciences.

(o) The State Athletic Commission.

(p) The Cemetery and Funeral Bureau.

(q) The Bureau of Security and Investigative Services.

(r) The Court Reporters Board of California.

(s) The Board of Vocational Nursing and Psychiatric Technicians.

(t) The Landscape Architects Technical Committee.

(u) The Division of Investigation.

(v) The Bureau of Automotive Repair.

(w) The Respiratory Care Board of California

(x) The Acupuncture Board.

(y) The Board of Psychology.

(2) The Podiatric Medical Board of California.

(ad) The Physical Therapy Board of California.

(ab) The Arbitration Review Program.

(ac) The Physician Assistant Board.

(ad) The Speech-L anguage Pathol ogy and Audiology and Hearing Aid Dispensers
Board.

(ae) The California Board of Occupational Therapy.

(af) The Osteopathic Medical Board of California.

(ag) The Naturopathic Medicine Committee.

(ah) The Dental Hygiene Board of California.

(ai) The Professional Fiduciaries Bureau.

(g) The State Board of Chiropractic Examiners.

(ak) The Bureau of Real Estate Appraisers.

(a) The Structural Pest Control Board.

{am)yThe Bureaw-of-Cannabis-Control-
(am) Any other boards, offices, or officers subject to its jurisdiction by law.

(an) This section shall become operative on July 1, 2018.

SEC. 3. Section 144 of the Business and Professions Code is amended to read:

144. (@) Notwithstanding any other law, an agency designated in subdivision
(b) shall require an applicant to furnish to the agency afull set of fingerprints for
purposes of conducting criminal history record checks. Any agency designated in
subdivision (b) may obtain and receive, at its discretion, criminal history information
from the Department of Justice and the United States Federal Bureau of Investigation.

(b) Subdivision (a) applies to the following:

(1) Cdifornia Board of Accountancy.

(2) State Athletic Commission.

(3) Board of Behavioral Sciences.

(4) Court Reporters Board of California.

(5) Dental Board of California.

(6) California State Board of Pharmacy.

(7) Board of Registered Nursing.

(8) Veterinary Medical Board.
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(9) Board of Vocational Nursing and Psychiatric Technicians.

(10) Respiratory Care Board of California.

(11) Physical Therapy Board of California.

(12) Physician Assistant Committee.

(13) Speech-Language Pathology and Audiology and Hearing Aid Dispensers
Board.

(14) Medical Board of California.

(15) State Board of Optometry.

(16) Acupuncture Board.

(17) Cemetery and Funeral Bureau.

(18) Bureau of Security and Investigative Services.

(19) Division of Investigation.

(20) Board of Psychology.

(21) CaliforniaBoard of Occupationa Therapy.

(22) Structural Pest Control Board.

(23) Contractors State License Board.

(24) Naturopathic Medicine Committee.

(25) Professional Fiduciaries Bureau.

(26) Board for Professiona Engineers, Land Surveyors, and Geologists.

ZH-Burean-of-Cannabts-Control-

28

(27) Podiatric Medical Board of California.

29

(28) Osteopathic Medical Board of California.

{36)

(29) CdliforniaArchitects Board, beginning January 1, 2021.

34

(30) Landscape Architects Technical Committee, beginning January 1, 2022.

(c) For purposes of paragraph (26) of subdivision (b), the term “applicant” shall
belimited to aninitial applicant who has never been registered or licensed by the board
or to an applicant for a new licensure or registration category.

SEC. 4. Section 26001 of the Business and Professions Code is amended to
read:

26001. For purposes of thisdivision, the following definitions apply:

(@) “A-license” means a state license issued under this division for cannabis or
cannabis products that are intended for adults who are 21 years of age and older and
who do not possess a physician’s recommendation.

(b) “A-licensee” means any person holding alicense under this division for
cannabis or cannabis products that are intended for adults who are 21 years of age and
older and who do not possess a physician’s recommendation.

(c) “Applicant” means an owner applying for a state license pursuant to this
division.

(d) “Batch” means a specific quantity of homogeneous cannabis or cannabis
product that is one of the following types:

(1) Harvest batch. “Harvest batch” means a specifically identified quantity of
dried flower or trim, leaves, and other cannabis plant matter that isuniferm-a-straiy,;
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harvested at the sametiae; time and, if applicable, cultivated using the same pesticides
and other agricultural chemicals.

(2) Manufactured cannabis batch. “Manufactured cannabis batch” means either
of the following:

(A) An amount of cannabis concentrate or extract that is produced in one
production cycle using the same extraction methods and standard operating procedures.

(B) An amount of atype of manufactured cannabis produced in one production
cycle us ng the sane formulation and standard operat| ng procedures

()

(e) “Cannabis’ means al parts of the plant Cannabis sativa Linnaeus, Cannabis
indica, or Cannabis ruderalis, whether growing or not; the seeds thereof; the resin,
whether crude or purified, extracted from any part of the plant; and every compound,
manufacture, salt, derivative, mixture, or preparation of the plant, its seeds, or resin.
“Cannabis’ aso means the separated resin, whether crude or purified, obtained from
cannabis. “Cannabis’ does not include the mature stalks of the plant, fiber produced
from the stalks, oil or cake made from the seeds of the plant, any other compound,
manufacture, salt, derivative, mixture, or preparation of the mature stalks (except the
resin extracted therefrom), fiber, oil, or cake, or the sterilized seed of the plant which
Isincapable of germination. For the purpose of thisdivision, “ cannabis’ doesnot mean
“industrial hemp” as defined by Section 11018.5 of the Health and Safety Code.

(f) “Cannabis accessories’ has the same meaning asin Section 11018.2 of the
Health and Safety Code.

(g) “Cannabis concentrate” means cannabis that has undergone a process to
concentrate one or more active cannabinoids, thereby increasing the product’s potency.
Resin from-grandtar_glandular trichomes from a cannabis plant is a concentrate for
purposes of thisdivision. A cannabis concentrate is not considered food, as defined
by Section 109935 of the Health and Safety Code, or adrug, as defined by Section
109925 of the Health and Safety Code.

€

(h) “Cannabis products’ has the same meaning as in Section 11018.1 of the
Health and Safety Code._Cannabis products are not considered food, as defined by
Section 109935 of the Health and Safety Code, a drug, as defined by Section 109925
of the Health and Safety Code, or a cosmetic, as defined by Section 109900 of the
Health and Safety Code.

&)
(i) “Child resistant” means designed or constructed to be significantly difficult
for children under five years of age to open, and not difficult for normal adults to use

properly.

(j) “Commercial cannabis activity” includes the cultivation, possession,
manufacture, distribution, processing, storing, laboratory testing, packaging, labeling,
transportation, delivery, or sale of cannabis and cannabis products as provided for in
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thisdivisien: division, or acting as a cannabis event organizer for temporary cannabis
events.

(k) “Cultivation” means any activity involving the planting, growing, harvesting,
drying, curing, grading, or trimming of cannabis.

(1) “Cultivation site” means a location where cannabisis planted, grown,
harvested, dried, cured, graded, or trimmed, or alocation where any combination of
those activities occurs.

(m) “Customer” means a natural person 21 years of age or older or anatural
person 18 years of age or older who possesses a physician’s recommendation, or a
primary caregiver.

(n) “Day care center” has the same meaning asin Section 1596.76 of the Health
and Safety Code.

(0) “Delivery” means the commercial transfer of cannabis or cannabis products
to acustomer. “Delivery” asoincludesthe use by aretailer of any technology platform.

(p) “ Department” means the Department of Cannabis Control within the Business,
Consumer Services, and Housing Agency.

(q) “Director” means the Director of-Censumer-Affairs: the Department of
Cannabis Control.

(r) “Distribution” means the procurement, sale, and transport of cannabis and
cannabis products between licensees.

(s) “Driedflower” meansall dead cannabisthat has been harvested, dried, cured,
or otherwise processed, excluding leaves and stems.

(t) “Edible cannabis product” means a cannabis product that is intended to be
used, inwholeor in part, for human consumption, including, but not limited to, chewing
gum, but excluding products set forth in Division 15 (commencing with Section 32501)
of the Food and Agricultural Code. An edible cannabis product is not considered food,
as defined by Section 109935 of the Health and Safety Code, or adrug, as defined by
Section 109925 of the Health and Safety Code.

(u) “Fund” means the Cannabis Control Fund established pursuant to Section
26210.

(v) “Kind” means applicable type or designation regarding a particular cannabis
variant, origin, or product type, including, but not limited to, strain name, trademark,
or production area designation.

(w) “Labeling” meansany label or other written, printed, or graphic matter upon
a cannabis product, upon its container or wrapper, or that accompanies any cannabis
product.

(x) “Labor peace agreement” means an agreement between alicensee and any
bona fide labor organization that, at aminimum, protectsthe state’s proprietary interests
by prohibiting labor organizations and members from engaging in picketing, work
stoppages, boycotts, and any other economic interference with the applicant’s business.
This agreement means that the applicant has agreed not to disrupt efforts by the bona
fide labor organization to communicate with, and attempt to organize and represent,
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the applicant’s employees. The agreement shall provide a bonafide labor organization
access at reasonable times to areas in which the applicant’s employees work, for the
purpose of meeting with employeesto discusstheir right to representation, employment
rights under state law, and terms and conditions of employment. Thistype of agreement
shall not mandate a particular method of election or certification of the bonafide labor
organization.

(y) “License” means astate licenseissued under this division, and includes both
an A-license and an M-license, as well as atesting laboratory license.

(2) “Licensee” means any person holding alicense under thisdivision, regardiess
of whether the license held is an A-license or an M-license, and includes the holder of
atesting laboratory license.

(aa) “Licensing authority” means the department and any state agency currently
or formerly responsible for the issuance, renewal, or reinstatement of the license, or
the state agency authorized to take disciplinary action against the licensee.

(ab) “Live plants” means living cannabis flowers and plants, including seeds,
immature plants, and vegetative stage plants.

(ac) “Loca jurisdiction” means a city, county, or city and county.

(ad) “Lot” means a batch or a specifically identified portion of a batch.

(ae) “M-license” meansastate license issued under thisdivision for commercial
cannabis activity involving medicinal cannabis.

(af) “M-licensee” means any person holding alicense under this division for
commercial cannabis activity involving medicinal cannabis.

(ag) “Manufacture” means to compound, blend, extract, infuse, or otherwise
make or prepare a cannabis product.

(ah) “Manufacturer” meansalicenseethat conductsthe production, preparation,
propagation, or compounding of cannabis or cannabis products either directly or
indirectly or by extraction methods, or independently by means of chemical synthesis,
or by acombination of extraction and chemical synthesis at afixed location that
packages or repackages cannabis or cannabis products or labels or rel abel sits container.

(a) (1) “Medicinal cannabis’ or “medicinal cannabis product” means cannabis
or a cannabis product, respectively, intended to be sold or donated for use pursuant to
the Compassionate Use Act of 1996 (Proposition 215), found in Section 11362.5 of
the Health and Safety Code, by amedicinal cannabis patient in Californiawho possesses
a physician’s recommendation, or in compliance with any compassionate use, equity,
or other similar program administered by alocal jurisdiction.

(2) The amendments made to this subdivision by the act adding this paragraph
shall become operative upon completion of the necessary changesto thetrack and trace
program in order to implement the act adding this paragraph, as determined by the
Department of Food and Agriculture, or on March 1, 2020, whichever occurs first.

(@) “Microbusiness’ means a person holding alicense issued under paragraph
(3) of subdivision (a) of Section 26070.

MG)
*

(ak) “Nursery” means a licensee that produces only clones, immature plants,
seeds, and other agricultural products used specifically for the propagation and
cultivation of cannabis.

tak)
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(al) “Operation” means any act for which licensure is required under the
provisions of thisdivision, or any commercia transfer of cannabis or cannabis products.

(am) “Owner” means any of the following:

(1) A person with an aggregate ownership interest of 20 percent or more in the
person applying for alicense or alicensee, unlessthe interest is solely a security, lien,
or encumbrance.

(2) The chief executive officer of anonprofit or other entity.

(3) A member of the board of directors of a nonprofit.

(4) Anindividual who will be participating in the direction, control, or
management of the person applying for alicense.

(an) “Package’ means any container or receptacle used for holding cannabis or
cannabis products.

(20) “Person” includes any individud, firm, partnership, joint venture, association,
corporation, limited liability company, estate, trust, business trust, receiver, syndicate,
or any other group or combination acting asaunit, and the plural aswell asthe singular.

(ap) “Physician’s recommendation” means arecommendation by a physician
and surgeon that a patient use cannabis provided in accordance with the Compassionate
UseAct of 1996 (Proposition 215), found at Section 11362.5 of the Health and Safety
Code.

(ag) “Premises’ means the designated structure or structures and land specified
in the application that is owned, leased, or otherwise held under the control of the
applicant or licensee where the commercial cannabis activity will be or is conducted.
The premises shall be a contiguous area and shall only be occupied by one licensee.

(ar) “Primary caregiver” has the same meaning asin Section 11362.7 of the
Health and Safety Code.

(as) “Purchaser” means the customer who is engaged in atransaction with a
licensee for purposes of obtaining cannabis or cannabis products.

(at) “Sell,” “sale” and “to sell” include any transaction whereby, for any
consideration, title to cannabis or cannabis products is transferred from one person to
another, and includes the delivery of cannabis or cannabis products pursuant to an
order placed for the purchase of the same and soliciting or receiving an order for the
same, but does not include the return of cannabis or cannabis products by a licensee
to the licensee from whom the cannabis or cannabis product was purchased.

(at)

(au) “Testing laboratory” means alaboratory, facility, or entity in the state that
offers or performs tests of cannabis or cannabis products and that is both of the
following:

(1) Accredited by an accrediting body that isindependent from all other persons
involved in commercial cannabis activity in the state.
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(2) Licensed by the-buread:_ department.

(av) “Unique identifier” means an alphanumeric code or designation_issued
pursuant to the track and trace program established by the department and used for
reference to a specific plant on alicensed premises and any cannabis or cannabis
product derived or manufactured from that plant.

()

(aw) “Youth center” has the same meaning as in Section 11353.1 of the Health
and Safety Code.

SEC. 5. Sectlon 26001 1 of the Bus ness and Prof ons Codei |s repealed

SEC. 6. Section 26010 of the Business and Professions Code is amended to
read:

26010. Thereisinthe
Contrel;_Business, Consumer Services, and Houa ng Adencv the Department of
Cannabis Control under the supervision and control of-the adirector. The director shall
administer and enforce the provisions of thisdivision related to theburead: department.

SEC. 7. Section 26010.5 of the Business and Professions Code is amended to

read:
26010.5. (&) The Governor shall appoi nt—aehfet the director of theJeuFeabr
departmen , subj ect to confi rmatl on by the '

eh+ef Senate. The di rector shaII serve nder the d| rectl on and superV|S| on of theBrFeetef

oef-Consumer-Affairs Secretary of the Business, Consumer Services, and Housing
Aqgency and at the pleasure of the Governor.

(b) Every power granted to or duty imposed upon the-Bireecter-ef-Consamer
Affairs director under this division may be exercised or performed in the name of the
director by a deputy or assistant director or by-the a chief, subject to conditions and

li mltatl ons that the d| rector may preecn be —Iﬂﬂddttfenteeo‘eﬁhpeweegfantedeeduty

(c) (_)_ TheBrreeteFef—eeneumeFAttaws di rector may empl oy and appoi nt al
employees necessary to properly administer the work of the-buread;_ department, in
accordance with civil service laws and regulations.Fhe

(2) The Governor may also appoint achief deputy-ehief-and-an-assistant director
and either adeputy director of legal affairsor achief counsel to the-buread: department.

These positions shall_serve under the direction and supervision of thedirector and hold

office at the pleasure of the Governor.
(d) The-buread department has the power, duty, purpose, responsibility, and
jurisdi ct| onto regul ate commercial cannab| S act|V|ty as prow ded in th| s division.
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(6
(e) Upon the effective date of this section, whenever any referenceto the“Medica
Cannabis Regulation and Safety Act,” “Medical MarijuanaRegulation and Safety Act,”
or former Chapter 3.5 (commencing with Section 19300) of Division 8 appearsin any
statute, regulation, contract, or in any other code, it shall be construed to refer to this
division asit relates to medicinal cannabis and medicinal cannabis products.
SEC. 8. Section 26010.7 is added to the Business and Professions Code, to

read:

26010.7. (&) Except as provided in Chapter 23 (commencing with Section
26240), on and after the operative date of this section, the Department of Cannabis
Control and the director shall succeed to and be vested with al the duties, powers,
purposes, functions, responsibilities, and jurisdiction of the Bureau of Cannabis Control,
also formerly known as the Bureau of Medical Cannabis Regulation and the Bureau
of Medical Marijuana Regulation under the former Medical Cannabis Regulation and
Safety Act (former Chapter 3.5 commencing with Section 19300 of Division 8), the
State Department of Public Health, and the Department of Food and Agriculture, as
provided for pursuant to thisdivision asit read on the day before the operative date of
this section.

(b) Except as provided in Chapter 23 (commencing with Section 26240), on and
after the operative date of this section, both of the following shall apply:

(1) Whenever “Bureau of Marijuana Control,” “Bureau of Medical Cannabis
Regulation,” or “Bureau of Medical Marijuana Regulation” appearsin any statute,
regulation, or contract, or in any other code, it shall be construed to refer to the
Department of Cannabis Control.

(2) Unless the context clearly requires otherwise, whenever *“ Department of
Public Health,” “ State Department of Public Health,” “Department of Food and
Agriculture,” or “California Department of Food and Agriculture” appearsin this
division, or any statute, regulation, or contract, related to regulation of cannabis pursuant
to thisdivision, it shall be construed to refer to the Department of Cannabis Control.

(c) Any regulation, order, or other action adopted, prescribed, taken, or performed
by the Bureau of Cannabis Control, the State Department of Public Health, or the
Department of Food and Agriculture under thisdivision in effect immediately preceding
the operative date of this section shall remain in effect and shall be fully enforceable
unless and until readopted, amended, or repealed, or until they expire by their own
terms, and shall be deemed to be aregulation, order, or action of the Department of
Cannabis Control. On and after the operative date of this section, any proposed
regul ation noticed by, or submitted to the Office of Administrative Law by, the Bureau
of Cannabis Control, the State Department of Public Health, or the Department of Food
and Agriculture under this division, shall be deemed to be a regulation noticed by or
submitted by the Department of Cannabis Control.
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(d) Any action by or against the Bureau of Cannabis Control, the State
Department of Public Health, or the Department of Food and Agriculture pertaining
to matters vested in the Department of Cannabis Control by this section shall not abate
but shall continue in the name of the Department of Cannabis Control, and the
Department of Cannabis Control shall be substituted for the Bureau of Cannabis Control,
the State Department of Public Health, and the Department of Food and Agriculture
by the court wherein the action is pending. The substitution shall not in any way affect
the rights of the parties to the action.

(e) On and after the operative date of this section, all books, documents, forms,
records, data systems, and property of the Bureau of Cannabis Control, the Department
of Consumer Affairs, the State Department of Public Health, and the Department of
Food and Agriculture pertaining to functions transferred to the Department of Cannabis
Control shall be transferred to the Department of Cannabis Control.

(f) On and after the operative date of this section, positionsfilled by appointment
by the Governor in the Bureau of Cannabis Control, the State Department of Public
Health, and the Department of Food and Agriculture whose principal assignment was
to perform functions transferred pursuant to this section shall be transferred to the
Department of Cannabis Control. Individuals in positions transferred pursuant to this
subdivision shall serve at the pleasure of the Governor. Salaries of positionstransferred
shall remain at the level established pursuant to law unless otherwise provided.
Individualsin positions transferred pursuant to this subdivision who have been
previously confirmed by the Senate shall not be required to undergo anew confirmation
as aresult of thistransfer. Titles of positions transferred pursuant to this subdivision
shall be determined by the director with the approval of the Governor.

(g) On and after the operative date of this section, every officer and employee
of the Bureau of Cannabis Control, the State Department of Public Health, the
Department of Food and Agriculture, and the Department of Consumer Affairs who
Is performing afunction transferred to the Department of Cannabis Control and who
Isserving inthe state civil service, including an excluded or temporary employee, shall
be transferred to the Department of Cannabis Control pursuant to the provisions of
Section 19050.9 of the Government Code. The status, position, and rights of any officer
or employee of the Bureau of Cannabis Control, the State Department of Public Health,
the Department of Food and Agriculture, and the Department of Consumer Affairs
shall not be affected by the transfer and shall be retained by the person as an officer
or employee of the Department of Cannabis Control, as applicable, pursuant to the
State Civil ServiceAct (Part 2 (commencing with Section 18500) of Division 5 of Title
2 of the Government Code), except for a position that is exempt from civil service.
The personnel recordsof all transferred employees shall betransferred to the Department
of Cannabis Control.

(h) A contract, lease, license, or any other agreement to which the Bureau of
Cannabis Control, the Department of Consumer Affairs, the State Department of Public
Health, or the Department of Food and Agriculture is a party shall not be void or
voidable by reason of this section, and shall continue in full force and effect, with the
Department of Cannabis Control assuming all of the rights, obligations, liabilities, and
duties of the Bureau of Cannabis Control, the State Department of Public Health, and
the Department of Food and Agriculture relating to the transfer of duties, powers,
purposes, functions, responsibilities, and jurisdiction made pursuant to this section.
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The assumption by the Department of Cannabis Control shall not in any way affect
the rights of the parties to any contract, lease, license, or agreement.

() Thissection shall become operative on and after July 1, 2021, or the operative
date of the act adding this section, whichever islater.

SEC. 9. Section 26011 of the Business and Professions Code is amended to
read:

26011. Neither theehief-eftheburead director nor any member of the Cannabis
Control Appeals Panel established under Section 26040 shall do any of the following:

(a) Receive any commission or profit whatsoever, directly or indirectly, from
any person applying for or receiving any license or permit under this division.

(b) Engage or have any interest in the sale or any insurance covering alicensee’'s
business or premises.

(c) Engage or have any interest in the sale of equipment for use upon the premises
of alicensee engaged in commercial cannabis activity.

(d) Knowingly solicit any licensee for the purchase of tickets for benefits or
contributions for benefits.

(e) Knowingly request any licensee to donate or receive money, or any other
thing of value, for the benefit of any person whatsoever.

SEC. 10. Section 26011.5 of the Business and Professions Code is amended to
read:

26011.5. The protection of the public shall bethe highest priority for-aHieensiag
adthoritres the department in exercising licensing, regulatory, and disciplinary functions
under this division. Whenever the protection of the public isinconsistent with other
interests sought to be promoted, the protection of the public shall be paramount.

SEC. 11. Section 26012 of the Business and Professions Code is amended to
read:

26012. (a)

The department shall have the sole authority to create, issue,
deny, renew dISCI pI|ne condltlon suspend or revokellcensesformrerebusﬂeeeee

(b) The+reeneﬂg—au%heﬁ+res department shall have the authorlty to collect fees
in connection with activitiesthey regulate concerning cannabis. Th
department may create licenses in addition to those identified in this division that the
Heensthg-adthertties department deem necessary to effectuatethet its duties under this
division.
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(c) For the performance of its duties,-each-ticensingadtherity the department
has the power conferred by Sections 11180 to 11191, inclusive, of the Government
Code.

SEC. 12. Section 26013 of the Business and Professions Code is amended to
read:

26013. (a) Lieensthg-adthorittes T he department shall make and prescribe
reasonabl e rules and regulations as may be necessary to implement, administer, and
enforce-thetrrespeetive its duties under this division in accordance with Chapter 3.5
(commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the Government
Code. Those rules and regulations shall be consistent with the purposes and intent of
the Control, Regulate and Tax Adult Use of MarijuanaAct.

(b) (1) Eachteensngauthertty-The department may adopt emergency regulations
to implement this division.

(2) Bechtieensngradtherity-The department may readopt any emergency
regulation authorized by this section that is the same as, or substantially equivalent to,
an emergency regulation previously adopted as authorized by this section. Any such
readoption shall be limited to one time for each regulation.

(3) Notwithstanding any other law, theinitial adoption of emergency regulations
and the readoption of emergency regul ations authorized by this section shall be deemed
an emergency and necessary for theimmediate preservation of the public peace, health,
safety, or general welfare. The initial emergency regulations and the readopted
emergency regulations authorized by this section shall be each submitted to the Office
of Administrative Law for filing with the Secretary of State and shall remain in effect
for no more than 180 days, by which time final regulations may be adopted.

(c) Regulations issued under this division shall be necessary to achieve the
purposes of this division, based on best available evidence, and shall mandate only
commercially feasible procedures, technology, or other requirements, and shall not
unreasonably restrain or inhibit the devel opment of alternative procedures or technology
to achieve the same substantive requirements, nor shall the regul ations make compliance
So onerous that the operation under a cannabis license is not worthy of being carried
out in practice by areasonably prudent businessperson.

SEC. 13. Section 26013.5 of the Business and Professions Code is amended to
read:

26013.5. (a) Notice of any action of-ateensing-attherity the department
required by this division to be given may be signed and given by the director-ef-the

Heensg-adthertty or an authorized employee of theteensing-adtherity department
and may be made personally or in the manner prescribed by Section 1013 of the Code
of Civil Procedure, or in the manner prescribed by Section 124 of this code.

(b) Notwithstanding subdivision (c) of Section 11505 of the Government Code,
whenever written notice, including a notice, order, or document served pursuant to
Chapter 3.5 (commencing with Section 11340), Chapter 4 (commencing with Section
11370), or Chapter 5 (commencing with Section 11500), of Part 1 of Division 3 of
Title 2 of the Government Code, is required to be given by the department, the notice
may be given by regular mail addressed to the last known address of the licensee or
by personal service, at the option of the department.
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SEC. 14. Section 26014 of the Business and Professions Code is amended to
read:

26014. (a) Theburead department shall convene an advisory committee to
advise the-heensing-adtherities department on the devel opment of standards and
regulations pursuant to thisdivision, including best practices and guidelinesthat protect
public health and safety while ensuring a regulated environment for commercial
cannabis activity that does not impose such barriers so as to perpetuate, rather than
reduce and €liminate, theillicit market for cannabis.

(b) The advisory committee members shall include, but not be limited to,
representatives of the cannabisindustry, including medicinal cannabis, representatives
of labor organizations, appropriate state and local agencies, personswho work directly
with racialy, ethnically, and economically diverse populations, public health experts,
and other subject matter experts, including representatives from the Department of
Alcoholic Beverage Control, with expertise in regulating commercial activity for
adult-use intoxi cating substances. The advisory committee members shall be determined
by the director.

(c) Commencing on January 1, 2019, the advisory committee shall publish an
annual public report describing its activities including, but not limited to, the
recommendations the advisory committee made to theheensirgadtherities department
during the immediately preceding calendar year and whether those recommendations
were implemented by thetieensihg-adthortttes:_ department.

(d) Each member of the advisory committee shall be reimbursed for traveling
and other expenses necessarily incurred in the performance of official duties. The
payments in each instance shall be made only from the fund and shall be subject to the
availability of money.

SEC. 15. Section 26015 of the Business and Professions Code is amended to
read:

26015. (a) A-Heensthgradthority-The department may make or cause to be made
such investigation asit deems necessary to carry out its duties under this division.

(b) The chief of enforcement and all investigators, inspectors, and deputies of
the-Burearef-CannabisCentret department identified by the director have the authority
of peace officers while engaged in exercising the powers granted or performing the
duties imposed upon them in investigating the laws administered by the department
or commencing directly or indirectly any criminal prosecution arising from any
Investigation conducted under these laws. All personsherein referred to shall be deemed
to be acting within the scope of employment with respect to all acts and matters set
forth in this section.

(c) TheBureaw-of-Cannabts-Centrel_department may employ individuals, who
are not peace officers, to provide investigative services.

(d) Notwithstanding any other |aw, the-Bureaw-ef-Cannabis-Controt department
may employ peace officersand shall be exempt from the requirements of Section 13540
of the Penal Code.

SEC. 16. Section 26016 of the Business and Professions Code is amended to
read:

26016. For any hearing held pursuant to this division, except a hearing held
under Chapter 4 (commencing with Section 26040) %em&ngﬂu’eheﬂify the department
may delegate the power to hear and decide to an administrative law judge. Any hearing
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before an administrative law judge shall be pursuant to the procedures, rules, and
limitations prescribed in Chapter 5 (commencing with Section 11500) of Part 1 of
Division 3 of Title 2 of the Government Code.

SEC. 17. Section 26017 of the Business and Professions Code is amended to
read:

26017. In any hearing before-atteensing-attherity the department pursuant to
this division, thetieensiag-adtherity department may pay any person appearing as a
witness at the heari ng at the requ&t of theHeensng-adtherity department pursuant to
a subpoena,-his-er-her the person’s actual, necessary, and reasonable travel, food, and
lodging expenses, not to exceed the amount authorized for state employees.

SEC. 18. Section 26018 of the Business and Professions Code is amended to
read:

26018. A-teensng-adtherity-The department may on its own motion at any
time before a penalty assessment is placed into effect, and without any further
proceedings, review the penalty, but such review shall be limited to its reduction.

SEC. 19. Section 26030 of the Business and Professions Code is amended to
read:

26030. Groundsfor disciplinary action include, but are not limited to, all of the
following:

(@) Failureto comply with the provisions of thisdivision or any rule or regulation
adopted pursuant to this division.

(b) Conduct that constitutes grounds for denial of licensure pursuant to Chapter
2 (commencing with Section 480) of Division 1.5 or discipline of alicense pursuant
to Chapter 3 (commencing with Section 490) of Division 1.5.

(c) Any other grounds contained in regulations adopted by-atieensing-adthority
the department pursuant to this division.

(d) Failureto comply with any statelaw including, but not limited to, the payment
of taxes as required under the Revenue and Taxation Code, except as provided for in
thisdivision or other Californialaw.

(e) Knowing violations of any state or local law, ordinance, or regulation
conferring worker protections or legal rights on the employees of alicensee.

(f) Failure to comply with the requirement of alocal ordinance regulating
commercial cannabis activity.

(g) Theintentional and knowing sale of cannabis or cannabis products by an
A-licensee to a person under 21 years of age.

(h) Theintentional and knowing sale of medicinal cannabisor medicina cannabis
products by an M-licensee to a person without a physician’s recommendation.

(i) Failure to maintain safe conditions for inspection by-atieensingadthortty:
the department.

(j) Failure to comply with any operating procedure submitted to the-Heensig
adtherity department pursuant to subdivision (b) of Section 26051.5.

(k) Failureto comply with license conditions established pursuant to subdivision
(b) of Section 26060.1.

SEC. 20. Section 26031 of the Business and Professions Code is amended to
read:

26031. (a) Eachteensingadthortty-The department may suspend, revoke, place
on probation with terms and conditions, or otherwise discipline licensesissued by-that
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Heensing-adtherity the department and fine a licensee, after proper notice and hearing
to the licensee, except as provided in Section 26031.01, if thelicenseeisfound to have
committed any of the acts or omissions constituting grounds for disciplinary action.
Thedisciplinary proceedings under this chapter shall be conducted in accordance with
Chapter 5 (commencing with Section 11500) of Part 1 of Division 3 of Title 2 of the
Government Code, and the director-ef-eachticensing-adtherity shall have all the powers
granted therein.

(b) A-Heensinrgadtherity-The department may suspend or revoke alicense when
alocal agency has notified thetieensing-abtherity department that alicensee within its
jurisdictionisin violation of state rulesand regulationsrelating to commercial cannabis
activities, and thetteensing-adthertty; department, through an investigation, has
determined that the violation is grounds for suspension or revocation of the license.

(c) Eachtieensingadtherity-The department may take disciplinary action against

alicensee for any violation of this division when the violation was committed by the
licensee’s officers, directors, owners, agents, or employees while acting on behalf of
the Ilcensee or engaged |n commerC|aI cannabis act|V|ty

(d) The suspension or expiration of alicense issued by the department, or its
suspension, forfeiture, or cancellation by order of the department or by order of acourt
of law, or its surrender without the written consent of the department, shall not, during
any period in which it may be renewed, restored, reissued, or reinstated, deprive the
department of its authority to institute or continue a disciplinary proceeding against
the licensee upon any ground provided by law or to enter an order suspending or
revoking the license or otherwise taking disciplinary action against the licensee on any
such ground.

SEC. 21. Section 26031.01 is added to the Business and Professions Code, to
read:

26031.01. (a) Notwithstanding Section 26031, the department may, before a
hearing, suspend the license of a person who procured the issuance of the license by
fraud, misrepresentation, deceit, or by the making of any material misstatement of fact
in the application for such license.

(b) The department shall not order the suspension of a license pursuant to
subdivision (a) 90 days after the date of issuance of the license.

(c) Anorder of suspension pursuant to subdivision (a) shall expire on the effective
date of adecision of the department after a hearing conducted pursuant to this section.

(d) (1) The department shall file and serve a person whose license is suspended
pursuant to subdivision (a) the order of suspension and a statement of issues as defined
In Section 11504 of the Government Code. The department may serve the person by
regular mail addressed to the last known address of the person or by personal service.

(2) A person whose license is suspended pursuant to subdivision (a) shall have
30 days after service of the order of suspension and statement of issuesinwhichtofile
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with the department a written request for a hearing on the statement of issuesfiled
against them.

(3) (A) The department shall hold a hearing within 30 days after receipt of a
request pursuant to paragraph (2) unlessthe person requests or agrees to a.continuance.
If the person does not request or agree to a continuance and ahearing is not commenced
within 30 days after receipt of the request for a hearing, the order of suspension shall
be vacated and set aside unless the person requests or agrees to a continuance.

(B) If the person requests or agrees to a continuance, the department shall hold
a hearing on the date to which the department and the person agreed. If ahearing is
not commenced on that date, the order of suspension shall be vacated and set aside.

(4) If the department does not render a decision within 30 days after completion
of the hearing, the order of suspension shall be vacated and set aside.

(e) A hearing conducted pursuant to this section shall in all respects, except as
otherwise expressly provided herein, conform to the substantive and procedural
provisions of Chapter 5 (commencing with Section 11500) of Part 1 of Division 3 of
Title 2 of the Government Code applicable to a hearing on a statement of issues.

SEC. 22. Section 26031.1 is added to the Business and Professions Code, to
read:

26031.1. (@) Except as otherwise provided by law, in an order issued in
resolution of adisciplinary proceeding before the department, the administrative law
judge, upon request, may direct alicensee found to have committed aviolation to pay
a sum not to exceed the reasonable costs of the investigation and enforcement of the
case.

(b) A certified copy of the actual costs, or agood faith estimate of costs where
actual costsare not available, signed by the department or its designated representative
shall be primafacie evidence of reasonable costs of investigation and prosecution of
the case. The costs shall include the amount of investigative and enforcement costs up
to the date of the hearing, including, but not limited to, chargesimposed by the Attorney
General.

(c) The administrative law judge shall make a proposed finding of the amount
of reasonabl e costs of investigation and prosecution of the case when requested pursuant
to subdivision (@). The finding of the administrative law judge with regard to costs
shall not be reviewable by the department to increase the cost award. The department
may reduce or eliminate the cost award, or remand to the administrative law judge if
the proposed decision failsto make afinding on costs requested pursuant to subdivision
@).

(d) If an order for recovery of costsis made and timely payment is not made as
directed in the department’s decision, the department may enforce the order for
repayment in any appropriate court. Thisright of enforcement shall be in addition to
any other rights the department may have as to any licensee to pay costs.

(e) Inany action for recovery of costs, proof of the department’s decision shall
be conclusive proof of the validity of the order of payment and the termsfor payment.

(f) (1) Except as provided in paragraph (2), the department shall not renew or
reinstate the license of any licensee who hasfailed to pay al of the costs ordered under
this section.

(2) Notwithstanding paragraph (1), the department may, in its discretion,
conditionally renew or reinstate for amaximum of one year the license of any licensee
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who demonstrates financial hardship and who entersinto aformal agreement with the
department to reimburse the department within that one-year period for the unpaid
costs.

(9) All costs recovered under this section shall be considered a reimbursement
for costsincurred and shall be deposited into the Cannabis Control Fund to be available
upon appropriation by the Legisature.

(h) Nothing in this section shall preclude the department from including the
recovery of the costs of investigation and enforcement of a case in any stipulated
settlement.

SEC. 23. Section 26031.2 is added to the Business and Professions Code, to
read:

26031.2. (@) Thesuperior court for the county inwhich any person has engaged
or isabout to engage in any act which constitutes aviolation of thisdivision may, upon
apetition filed by the department with the approval of the director, issue an injunction
or other appropriate order restraining such conduct. The proceedings under this section
shall be governed by Chapter 3 (commencing with Section 525) of Title 7 of Part 2 of
the Code of Civil Procedure.

(b) The superior court for the county in which any person has engaged in any
act which constitutes a violation of this division may, upon a petition filed by the
department with the approval of the director, order such person to make restitution to
persons injured as a result of such violation.

(c) The court may order a person subject to an injunction or restraining order,
provided for in subdivision (a), or subject to an order requiring restitution pursuant to
subdivision (b), to reimburse the department for expenses incurred by the department
initsinvestigation related to its petition.

(d) The remedy provided for by this section shall be in addition to, and not a
limitation on, the authority provided for in any other section of this division.

SEC. 24. Section 26031.5 of the Business and Professions Code is amended to
read:

26031.5. (@) A-Hieensingadtherity-The department may issue acitation to a
licensee or unlicensed person for any act or omission that violates or has violated any
provision of this division or any regulation adopted pursuant thereto. Th
adtherity department shall issue the citation in writing, and shall describe with
particularity the basis of the citation and the notification described in subdivision (c).
Theteensing-adtherity department may include in each citation an order of abatement
and fix areasonable time for abatement of the violation. Thetieensg-atitherity
department may, as part of each citation, assess an administrative fine not to exceed
five thousand dollars ($5,000) per violation by alicensee and thirty thousand dollars
($30,000) per violation by an unlicensed person. Each day of violation shall constitute
aseparate violation. In assessing afine,-atteensingattherity the department shall give
due consideration to the appropriateness of the amount of the fine with respect to factors
theteensg-abtherity department determines to be relevant, including the following:

(1) The gravity of the violation by the licensee or person.

(2) The good faith of the licensee or person.

(3) The history of previous violations.

(b) The sanctions authorized under this section shall be separate from, and in
addition to, all other administrative, civil, or criminal remedies.
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(c) Aieensingadtherity-thattssuesaA citation issued pursuant to this section
shall include a provision that notifies the licensee or person that a hearing may be
requested to contest the finding of aviolation by submitting a written request within
30 days from service of the citation. The hearing shall be held pursuant to the
Administrative Procedure Act (Chapter 5 (commencing with Section 11500) of Part 1
of Division 3 of Title 2 of the Government Code), unless held in accordance with the
provisions of Chapter 4.5 (commencing with Section 11400) as authorized by regulation
of theHeensng-autherity:_department. If the licensee or person cited fails to submit a
written request for a hearing within 30 days from the date of service of the citation,
the right to a hearing is waived and the citation shall be deemed afinal order of the

department and is not subject to review by any court.

(d) After the exhaustion of the administrative and judicial review procedures,a

the department may apply to the appropriate superior court for a
judgment in the amount of the administrative fine and an order compelling the cited
person to comply with the order of theticensigautherity: department. The application,
which shall include a certified copy of the final order of thetieensing-attherity;
department, shall constitute a sufficient showing to warrant the issuance of the judgment
and order.

(e) AHeensing-adtherity-The department may recover from the licensee or person
who was the subject of the citation costs of investigation and enforcement, which may
include reasonable attorney’s fees for the services rendered. If th
department recovers costs from a licensee, thetieensthg-adthortty department shall
recover the costs pursuant to Section-125-3: 26031.1.

(f) Fines shall be paid within 30 days of service of acitation by th

Hy-_department. Failure to pay afine assessed pursuant to this section within 30
days of the date of service of the citation, unless the citation is being appealed, shall
congtitute a separate violation under this division subject to additional action bya

the department. The department shall not
renew or grant a licenseto a person who was the subject of the fine until that person
pays the fine.

(g) All moneys collected pursuant to this section associated with the recovery
of investigation and enforcement costs shall be deposited into the Cannabis Control
Fund. Any administrative fine amount shall be deposited directly into the Cannabis
Fines and Penalties Account and shall be distributed pursuant to subdivision (d) of
Section 26210.

SEC. 25. Section 26034 of the Business and Professions Code is amended to
read:

26034. All accusations against licensees shall befiled by theticensig-autherity
department within five years after the performance of the act or omission alleged as
the ground for disciplinary action; provided, however, that the foregoing provision
shall not constitute a defense to an accusation alleging fraud or misrepresentation as
aground for disciplinary action. The cause for disciplinary action in that case shall not
be deemed to have accrued until discovery, by theteensirgadtherity; department, of
the facts constituting the fraud or misrepresentation, and, in that case, the accusation
shall befiled within five years after that discovery.

SEC. 26. Section 26035 of the Business and Professions Code is amended to
read:
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26035. The director shall designate the persons employed by the-Bepartment
ef-Consumer-Affairs department for purposes of the administration and enforcement
of thisdivision. The director shall ensure that a sufficient number of employees are
qualified peace officers for purposes of enforcing this division.

SEC. 27. Section 26037.5 is added to the Business and Professions Code, to
read:

26037.5. (a) A person or entity shall not engagein commercial cannabis activity
without a state license issued by the department pursuant to this division.

(b) The requirement to obtain a state license for the cultivation of cannabis
pursuant to this division does not apply to the cultivation of cannabis in accordance
with Section 11362.1 of the Health and Safety Code or the Compassionate Use Act or
to persons or entities licensed under subdivision (b) of Section 26070.5.

SEC. 28. Section 26038 of the Business and Professions Code is amended to
read:

26038. (a) A person engaging incommercial cannabisactivity without alicense
required by this division shall be subject to civil penalties of up to three timesthe
amount of the license fee for each violation, and the court may order the destruction
of cannabis associated with that violation in accordance with Section 11479 of the
Health and Safety Code. Each day of operation shall constitute a separate violation of
this section. All civil penaltiesimposed and collected pursuant to this section by-a
Heensing-adtherity the department shall be deposited into the General Fund except as
provided in subdivision (b). A violator shall beresponsible for the cost of the destruction
of cannabis associated with-his-erher their violation.

(b) If an action for civil penaltiesis brought against a person pursuant to this
division by the Attorney General on behalf of the people, the penalty collected shall
be deposited into the General Fund. If the action is brought by a district attorney or
county counsel, the penalty shall first be used to reimburse the district attorney or
county counsel for the costs of bringing the action for civil penaties, with the remainder,
iIf any, to be deposited into the General Fund. If the action is brought by acity attorney
or city prosecutor, the penalty collected shall first be used to reimburse the city attorney
or city prosecutor for the costs of bringing the action for civil penalties, with the
remainder, if any, to be deposited into the General Fund.

(c) Notwithstanding subdivision (@), criminal penalties shall continue to apply
to an unlicensed person engaging in commercial cannabis activity in violation of this
division.

SEC. 29. Section 26041 of the Business and Professions Code is amended to
read:

26041. All personnel of the panel shall be appointed, employed, directed, and
controlled by the panel consistent with state civil service requirements. The-director
Executive Director of the panel shall furnish the equipment, supplies, and housing
necessary for the authorized activities of the panel and shall perform such other
mechanics of administration asthepanel-and-the director-may-agree-tpen:_determined
by the panel.

SEC. 30. Section 26043 of the Business and Professions Code is amended to
read:

26043. (@) After proceedings pursuant to Section 26031, 26031.5, or 26058 or
Chapter 2 (commencing with Section 480) or Chapter 3 (commencing with Section
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490) of Division 1.5, any person aggrieved by the decision of-atieensing-adtherity the
department denying the person’s application for any license, denying the person’s
renewal of any license, placing any license on probation, imposing any condition on
any license, imposing any fine on any license or licensee, assessing any penalty on any
license, or canceling, suspending, revoking, or otherwise disciplining any license as
provided for under this division, may appeal thetieensg-aditherity s department’s
written decision to the panel.

(b) The panel shall review the decision subject to such limitations as may be
imposed by the Legisature. In such cases, the panel shall not receive evidence in
addition to that considered by theteensig-adthority-_department.

(c) Review by the panel of a decision of-ateensiag-adtherity the department
shall be limited to the following questions:

(1) Whether thetieensing-agtherity department has proceeded without or in
excess of itsjurisdiction.

(2) Whether theicensing-athority department has proceeded in the manner
required by law.

(3) Whether the decision is supported by the findings.

(4) Whether the findings are supported by substantial evidence in the light of
the whole record.

SEC. 31. Section 26044 of the Business and Professions Code is amended to
read:

26044. (@) In appealswherethe panel findsthat thereisrelevant evidence which,
in the exercise of reasonable diligence, could not have been produced or which was

improperly excluded at the hearing before theteensigautherity, department, it may

enter an order remanding the matter to theteensigautherity department for
reconsideration in the light of that evidence.

(b) Except as provided in subdivision (a), in all appeals, the panel shall enter an
order either affirming or reversing the decision of theteensig-adtherity:_ department.
When the order reverses the decision of thetieensing-adthertty; department, the panel
may direct the reconsideration of the matter in the light of its order and may direct the

department to take such further action asis specially enjoined upon
it by law, but the order shall not limit or control in any way the discretion vested by
law in the-Heensigadtherity: department

SEC. 32. Section 26045 of the Business and Professions Code is amended to
read:

26045. (a) No court of this state, except the Supreme Court and the courts of
appeal to the extent specified in this chapter, shall have jurisdiction to review, affirm,
reverse, correct, or annul any order, rule, or decision of-attcensg-adtherity the
department or to suspend, stay, or delay the operation or execution thereof, or to restrain,
enjoin, or interfere with-atteensg-agtherity the department in the performance of its
duties, but awrit of mandate shall lie from the Supreme Court or the courts of appeal
in any proper case.

(b) Any person affected by afinal order of the panel, includin

. the department, may apply to the Supreme Court or to the court of appeal
for the appel late district in which the proceeding arose, for awrit of review of that final
order.
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(c) The application for writ of review shall be made within 30 days after filing
of thefinal order.

(d) The provisions of the Code of Civil Procedure relating to writs of review
shall, insofar as applicable, apply to proceedings in the courts as provided by this
chapter A copy of every pleading filed pursuant to this chapter shall be served on the
panel, thetheenrsirgadtherity; department, and on each party who entered an appearance
before the panel.

(e) No decision of-aheensig-adthority the department that has been appeal ed
to the panel and no final order of the panel shall become effective during the period in
which application may be made for awrit of review, as provided by subdivision (c).

(f) Thefiling of a petition for, or the pendency of, awrit of review shal not of
itself stay or suspend the operation of any order, rule, or decision of
adtherity; the department, but the court before which the petition isfiled may stay or
suspend, inwhole or in part, the operation of the order, rule, or decision of thetteensing
adtherity department subject to review, upon the terms and conditionswhich it by order
directs.

SEC. 33. Section 26046 of the Business and Professions Code is amended to
read:

26046. (a) The review by the court shall not extend further than to determine,

based on the whole record of theteensing-autherity department as certified by the
panel, whether:

(1) Theticensgadtherity department has proceeded without or in excess of its
jurisdiction.

(2) Thetieensngadtherity department has proceeded in the manner required by
law.

(3) The decision of theHeensihg-audtherity department is supported by the
findings.

(4) Thefindingsin theteenshgadtherity s department’s decision are supported
by substantial evidence in the light of the whole record.

(5) Thereisrelevant evidence which, in the exercise of reasonable diligence,
could not have been produced or which wasimproperly excluded at the hearing before
theteensmg-adthertty:_department.

(b) Nothing in this chapter shall permit the court to hold atrial de novo, to take
evidence, or to exercise its independent judgment on the evidence.

SEC. 34. Section 26047 of the Business and Professions Code is amended to
read:

26047. Thefindings and conclusions of thetieersiAg-atthertty department on
guestions of fact are conclusive and final and are not subject to review. Those questions
of fact shall include ultimate facts and the findings and conclusions of theteensiig
adtherity: department. The panel, thetteensing-attherity; department, and each party
to the action or proceeding before the panel shall have the right to appear in the review
proceeding. Following the hearing, the court shall enter judgment either affirming or
reversing the decision of theteersing-adthertty; department, or the court may remand
the case for further proceedings before or reconsideration by thetieensg-adthority:
department.

SEC. 35. Section 26050 of the Business and Professions Code is amended to
read:
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26050. (a) The license classification pursuant to this division shall, at a
minimum, be as follows:

(1) Type 1—Cultivation; Specialty outdoor; Small.

(2) Type 1A—-Cultivation; Speciaty indoor; Small.

(3) Type 1B—Cultivation; Speciaty mixed-light; Small.

(4) Type 1C—Cultivation; Specialty cottage; Small.

(5) Type 2—Cultivation; Outdoor; Small.

(6) Type 2A—-Cultivation; Indoor; Small.

(7) Type 2B—Cultivation; Mixed-light; Small.

(8) Type 3—Cultivation; Outdoor; Medium.

(9) Type 3A—-Cultivation; Indoor; Medium.

(10) Type 3B—-Cultivation; Mixed-light; Medium.

(11) Type 4—Clultivation; Nursery.

(12) Type 5—Cultivation; Outdoor; Large.

(13) Type SA—-Clultivation; Indoor; Large.

(14) Type 5B—-Clultivation; Mixed-light; Large.

(15) Type 6—Manufacturer 1.

(16) Type 7—Manufacturer 2.

(17) Type 8—Testing laboratory.

(18) Type 10—Retailer.

(19) Type 11—Distributor.

(20) Type 12—Microbusiness.

(b) With the exception of testing laboratory licenses, which may be used to test
cannabis and cannabis products regardless of whether they are intended for use by
individual s who possesses a physician’s recommendation, all licenses issued under
this division shall bear a clear designation indicating whether the licenseis for
commercial adult-use cannabis activity asdistinct from commercial medicinal cannabis
activity by prominently affixing an “A” or “M,” respectively. Examples of such a
designation include, but are not limited to, “A-Type 1” or “M-Type 1.” Except as
specifically specified in this division, the requirements for A-licenses and M-licenses
shall be the same. For testing laboratories, theburead department shall create alicense
that indicates a testing laboratory may test both adult-use and medicinal cannabis.

(c) A licenseissued pursuant to this division shall be valid for 12 months from
the date of issuance. The license may be renewed annually.

(d) Eaehtieensing-autherity-The department shall establish procedures for the
issuance and renewal of licenses.

SEC. 36. Section 26050.2 of the Business and Professions Code is amended to
read:

26050.2. (a) A-Heensing-adtherity-The department may, in its sole discretion,
Issue a provisional license to an applicant if the applicant has submitted a compl eted
license application to theteensig-adtherity; department, including the following, if
applicable:

() If compliance with the California Environmental Quality Act (Division 13
(commencing with Section 21000) of the Public Resources Code) is not complete,
evidence that compliance is underway.

(2) If compliance with local ordinances enacted pursuant to Section 26200 is
not complete, evidence that compliance is underway.
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(b) A provisional license issued pursuant to this section shall be valid for no
more than 12 months from the date it was issued. If thetieensiag-adtherity department
Issues or renewsaprovisiona license they it shall include the outstanding items needed
to qualify for an annual license specific to the licensee.

(c) A-tieensing-adtherity-The department may, in its sole discretion, renew a
provisional license until theteensing-agtherity department issues or denies the
provisional licensee's annual license.

(d) A-Heensthg-adthortty-T he department may, in its sole discretion, revoke or
suspend a provisional license if theteensgadtherity department determines the
licensee failed to actively and diligently pursue requirements for the annual license.

(e) A-Heensingadtherity-The department shall cancel aprovisional license upon
issuance of an annual license, denial of an annua license, abandonment of an application
for licensure, or withdrawal of an application for licensure.

(f) Except as specified in this section, the provisions of this division shall apply
to aprovisiona license in the same manner as to an annual license.

(g) Without limiting any other statutory exemption or categorical exemption,
Division 13 (commencing with Section 21000) of the Public Resources Code does not
apply to the issuance of alicense pursuant to this section by thetieensingagtherity:
department.

(h) Refusal by thetteensing-adtherity department to issue alicense pursuant to

this section or revocation or suspension by thetieensig-adtherity department of a
license issued pursuant to this section shall not entitle the applicant or licensee to a

hearing or an appeal of the decision. Chapter 2 (commencing with Section 480) of
Division 1.5 and Chapter 4 (commencing with Section 26040) of this division and
Sections 26031 and 26058 shall not apply to licenses issued pursuant to this section.

(i) This section shall remain in effect only until January 1, 2022, and as of that
dateisrepealed.

SEC. 37. Section 26051 of the Business and Professions Code is amended to
read:

26051. (a) The Cartwright Act, the Unfair PracticesAct, the Unfair Competition
Law, and the other provisions of Part 2 (commencing with Section 16600) of Division
7 apply to al licensees regulated under this division.

(b) It shall be unlawful for any person to monopolize, attempt to monopolize,
or combine or conspire with any person or persons to monopolize, any part of thetrade
or commerce related to cannabis. The Attorney General shall have the sole authority
to enforce the provisions of this subdivision.

(¢) In determining whether to grant, deny, or renew aretail license, microbusiness
license, or alicenseissued under Section 26070.5, theburead department shall consider
If an excessive concentration exists in the area where the licensee will operate. For
purposes of this section “excessive concentration” applieswhen either of thefollowing
conditions exist:

(1) Theratio of licensees to population in the census tract or census division in
which the applicant premisesis|ocated exceeds the ratio of licensees to population in
the county in which the applicant premisesis located, unless denial of the application
would unduly limit the development of the legal market so as to perpetuate the illegal
market for cannabis or cannabis products.
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(2) Theratio of retail licenses, microbusinesslicenses, or licenses under Section
26070.5 to the population in the census tract, census division, or jurisdiction exceeds
that allowable by local ordinance adopted under Section 26200.

SEC. 38. Section 26051.5 of the Business and Professions Code is amended to
read:

26051.5. (a) An applicant for-any-typeof astate license issued pursuant to this
division_to conduct commercial cannabis activity, as defined in Section 26001, shall
do all of the following:

(1) Require that each owner electronically submit to the Department of Justice
fi ngerprr nt |mages and related |nformat|on requr red by the Department of Justice-of
s - for the
purpose of obtar n| ng |nformat| on asto the existence and content of a record of state
or federal convictions and state and federal arrests, and also information as to the
existence and content of arecord of state or federal convictions and arrests for which
the Department of Justice establishes that the person is free on bail or on their own
recognizance pending trial or appeal.

(A) Notwithstanding any other law, the Bureau of Cannabis Control, the
Department of Food and Agriculture,-and the State Department of Publ icHedlth Health
and the department, as defined in Section 26001, may obtai n-ane-receive,-at-thetr
diseretion; criminal history information from the Department of Justice and the Federal
Bureau of Investigation for an applicant for any state license under this division,
including any license established by a licensi ng-adtherity authority, as defined in
Section 26001, by regulation pursuant to subdivision (b) of Section 26012.

(B) When received, the Department of Justice shall transmit fingerprint images
and related information received pursuant to this section to the Federal Bureau of
Investigation for the purpose of obtaining afederal criminal history records check. The
Department of Justice shall review the information returned from the Federal Bureau
of Investigation and compile and disseminate a response to the licensing authority.

(C) The Department of Justice shall provide aresponseto the licensing authority
pursuant to paragraph (1) of subdivision (p) of Section 11105 of the Penal Code.

(D) The licensing authority shall request from the Department of Justice
subsequent notification service, as provided pursuant to Section 11105.2 of the Penal
Code, for applicants.

(E) The Department of Justice shall charge the applicant afee sufficient to cover
the reasonable cost of processing the requests described in this paragraph.

(F) Employees of alicensing authority, as defined in Section 26001, acting on
behalf of the department may receive criminal history information pursuant to this
section. This subparagraph shall become inoperative on July 1, 2022.

(G) Notwithstanding any other law, alicensing authority may request and receive
from alocal or state agency certified records of all arrests and convictions, certified
records regarding probation, and any and all other related documentation needed to
complete an applicant or licensee investigation. A local or state agency may provide
those records to a licensing authority upon reguest.

(2) Provide evidence of the legal right to occupy and use the proposed location
and provide a statement from the landowner of real property or that landowner’s agent
where the commercial cannabis activity will occur, as proof to demonstrate the
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landowner has acknowledged and consented to permit commercial cannabis activities
to be conducted on the property by the tenant applicant.

(3) Provide evidencethat the proposed location isin compliance with subdivision
(b) of Section 26054.

(4) Provide a statement, signed by the applicant under penalty of perjury, that
the information provided is complete, true, and accurate.

(5) (A) (i) For an applicant with 20 or more employees, provide a hotarized
statement that the applicant will enter into, or demonstrate that it has already entered
into, and abide by the terms of alabor peace agreement.

(i) For an applicant with less than 20 employees that has not yet entered into a
labor peace agreement, provide a notarized statement as a part of its application
indicating that the applicant will enter into and abide by the terms of alabor peace
agreement within 60 days of employing its 20th employee.

(|||) Nothl ng in thls paragraph shaII be construed to limit the authorlty of the

Department—ef—PubHc—HeaHh department to revoke or suspend alrcensefor avrolatron
of this paragraph.

(B) For the purposes of this paragraph, “employee” does not include a supervisor.

(C) For the purposes of this paragraph, “supervisor” means an individual having
authority, in the interest of the applicant, to hire, transfer, suspend, lay off, recall,
promote, discharge, assign, reward, or discipline other employees, or responsibility to
direct them or to adjust their grievances, or effectively to recommend such action, if,
In connection with the foregoing, the exercise of that authority isnot of amerely routine
or clerical nature, but requires the use of independent judgment.

(6) Provide the applicant’s valid seller’s permit number issued pursuant to Part
1 (commencing with Section 6001) of Division 2 of the Revenue and Taxation Code
or indicate that the applicant is currently applying for aseller’s permit.

(7) Provide any other information required by theteensig-attherity: department.

(8) For an applicant seeking a cultivation license, provide a statement declaring
the applicant is an “agricultural employer,” as defined in the
Alatorre-Zenovich-Dunlap-Berman Agricultural Labor Relations Act of 1975 (Part
3.5 (commencing with Section 1140) of Division 2 of the Labor Code), to the extent
not prohibited by law.

(9) Pay all applicable feesrequired for licensure by theticensmg-atthority:

department.
(10) Provide proof of abond to cover the costs of destruction of cannabis or

cannabis products if necessitated by a violation of licensing requirements.

(11) (A) Provide astatement, upon initial application and application for renewal,
that the applicant employs, or will employ within one year of receiving or renewing a
license, one supervisor and one empl oyee who have successfully completed aCal-OSHA
30-hour general industry outreach course offered by atraining provider that isauthorized
by an OSHA Training Institute Education Center to provide the course. This paragraph
shall not be construed to alter or amend existing requirementsfor employersto provide
occupational safety and health training to employees.

(B) An applicant with only one employee shall not be subject to subparagraph

(A).
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(C) For purposes of this paragraph “employee” hasthe same meaning as provided
in subparagraph (B) of paragraph (5) and “ supervisor” hasthe same meaning as provided
in subparagraph (C) of paragraph (5).

(b) An applicant shall also include in the application a detailed description of
the applicant’s operating procedures for all of thefollowing, asrequired by thetieensing

- department:

(1) Cultivation.

(2) Extraction and infusion methods.

(3) The transportation process.

(4) Inventory procedures.

(5) Quality control procedures.

(6) Security protocols.

(7) For applicants seeking licensure to cultivate, the source or sources of water
the applicant will use for cultivation, as provided in subdivisions (a) to (c), inclusive,
of Section 26060.1. For purposes of this paragraph, “cultivation” as used in Section
26060.1 shall have the same meaning as defined in Section 26001. The-Bepartment-of
Feed-and-Agrieuiture department shall consult with the State Water Resources Control
Board and the Department of Fish and Wildlifein theimplementation of this paragraph.

(c) The applicant shall also provide acomplete detailed diagram of the proposed
premises wherein the license privileges will be exercised, with sufficient particularity
to enable ready determination of the bounds of the premises, showing all boundaries,
dimensions, entrances and exits, interior partitions, walls, rooms, and common or
shared entryways, and include a brief statement or description of the principal activity
to be conducted therein, and, for licenses permitting cultivation, measurements of the
planned canopy, including aggregate square footage and individual square footage of
separate cultivation areas, if any, roads, water crossings, points of diversion, water
storage, and all other facilities and infrastructure related to the cultivation.

(d) Provide acompletelist of every person with afinancial interest in the person
applying for theli censeas required by theteensirg-agtherity- department. For purposes
of this subdivision, “personswith afinancial interest” does not include persons whose
only interest in alicensee isan interest in adiversified mutual fund, blind trust, or
similar instrument.

SEC. 39. Section 26053 of the Business and Professions Code is amended to
read:

26053. (&) All commercial cannabis activity shall be conducted between
licensees, except as otherwise provided in this division.

(b) (1) A person that holds a state testing laboratory license under this division
Is prohibited from licensure for any other activity, except testing, as authorized under
thisdivision. A person that holds a state testing laboratory license shall not employ an
individual who is also employed by any other licensee that does not hold a state testing
laboratory license.

(2) A person with afinancial interest in a state testing laboratory license under
thisdivision is prohibited from holding afinancial interest in any other type of cannabis
license.

(c) Except as provided in subdivision (b), a person may apply for and be issued
more than one license under this division.
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(d) Each applicant or licensee shall apply for, and if approved, shall obtain, a
separate license for each location where it engages in commercial cannabis activity.

SEC. 40. Section 26054 of the Business and Professions Code is amended to
read:

26054. (@) A licensee shall not sell alcoholic beverages or tobacco products on
or at any premises licensed under this division.

(b) A premiseslicensed under thisdivision shall not belocated within a 600-foot
radius of aschool providing instruction in kindergarten or any grades 1 through 12,
day-care daycare center, or youth center that isin existence at thetimethe licenseis
issued, unlessatteensing-attherity the department or alocal jurisdiction specifies a
different radius. The distance specified in this section shall be measured in the same
manner as provided in subdivision (¢) of Section 11362.768 of the Health and Safety
Code unless otherwise provided by law.

(c) It shall not be a violation of state or local law for a business engaged in the
manufacture of cannabis accessoriesto possess, transport, purchase, or otherwise obtain
small amounts of cannabis or cannabis products as necessary to conduct research and
development related to the cannabis accessories, provided the cannabis and cannabis
products are obtained from a person licensed under this division permitted to provide
or deliver the cannabis or cannabis products.

(d) It shall not be aviolation of state or local law for an agent of-atieensig
adtherity the department to possess, transport, or obtain cannabis or cannabis products
as necessary to conduct activities reasonably related to the duties of theteensing

- department.

(e) It shall not be aviolation of state or local law for an agent of a state agency,
as defined in Section 1100 of the Government Code, or alocal agency, as defined in
Section 50001 of the Government Code, to possess, transport, or obtain cannabis or
cannabis products as necessary to conduct activities reasonably related to the duties
of the state or local agency.

SEC 41. Sectlon 26054.2 of the Bus ness and Prof ions Code IS repealed
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SEC. 42. Section 26055 of the Business and Professions Code is amended to
read:

26055. (@) Lieensingadtherities The department may issue state licenses only
to qualified applicants.

(b) Revocation of a state license issued under this division shall terminate the
ability of the licensee to operate pursuant to that license within California until a new
license is obtained.

(c) A licensee shall not change or alter the premisesin amanner which materially
or substantially altersthe premises, the usage of the premises, or the mode or character
of business operation conducted from the premises, from the plan contained in the
diagram on file with the application, unless and until written approval by thetieensing

department has been obtained. For purposes of this section, material or
substantial physical changes of the premises, or in the usage of the premi%, shall
include, but not be limited to, a substantial increase or decrease in the total area of the
licensed premises previously diagrammed, or any other physical modification resulting
in substantial change in the mode or character of business operation.

(d) Heensing-adthertties The department shall not approve an application for a
state license under thisdivision if approval of the state license will violate the provisions
of any local ordinance or regulation adopted in accordance with Section 26200.

(e) An applicant may voluntarily provide proof of alicense, permit, or other
authorization from the local jurisdiction verifying that the applicant isin compliance
with the local jurisdiction. An applicant that voluntarily submits avalid, unexpired
license, permit, or other authorization from the local jurisdiction shall be presumed to
be in compliance with all local ordinances unless thetieersihg-autherity department
is notified otherwise by the local jurisdiction. Thetieensigadtherity department shall
notify the contact person for the local jurisdiction of any applicant that voluntarily
submits avalid, unexpired license, permit, or other authorization from the local
jurisdiction.

(f) (1) A local jurisdiction shall provide to the-buread department a copy of any
ordinance or regulation related to commercia cannabis activity and the name and
contact information for the person who will serve as the contact for-state-tieensiqg
adthertttes the department regarding commercial cannabis activity within the
jurisdiction. If alocal jurisdiction does not provide a contact person, the-buread
department shall assume that the clerk of the legislative body of the local jurisdiction
IS the contact person.

(2) Whenever thereisachangein alocal ordinance or regulation adopted pursuant
to Section 26200 or a change in the contact person for the jurisdiction, the local
jurisdiction shall prowde that mformatlon to thebufeabr dg:_)artmen

(g) (1) The+'reeﬂsiﬂg'authemy department shall deny an application for alicense
under this division for acommercia cannabis activity that the local jurisdiction has

notified the-buread department is prohibited in accordance with subdivision (f). The

department shall notify the contact person for the local jurisdiction
of each application denied dueto thelocal jurisdiction’sindication that the commercial
cannabis activity for which alicense is sought is prohibited by alocal ordinance or
regul ation.
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(2) Prior to issuing astate license under thisdivision for any commercial cannabis
activity, if an applicant has not provided adequate proof of compliance with local laws
pursuant to subdivision (e):

(A) Thetieensing-attherity department shall notify the contact person for the
local jurisdiction of the receipt of an application for commercial cannabis activity
within their jurisdiction.

(B) A local jurisdiction may notify thetieersig-adthority department that the
applicant is not in compliance with alocal ordinance or regulation. In thisinstance,
theeensing-adtherity department shall deny the application.

(C) A local jurisdiction may notify thetieenstag-adthority department that the
applicant isin compliance with al applicable local ordinances and regulations. In this
instance, theteensig-adtherity department may proceed with the licensing process.

(D) If the local jurisdiction does not provide notification of compliance or
noncompliance with applicable local ordinances or regulations, or otherwise does not
provide notification indicating that the completion of the local permitting processis
still pending, within 60 business days of receiving theinquiry fro
the department submitted pursuant to subparagraph (A), theteensing-autherity
department shall make a rebuttable presumption that the applicant isin compliance
with all local ordinances and regulations adopted in accordance with Section 26200,
except as provided in subparagraphs (E) and (F).

(E) At any time after expiration of the 60-business-day period set forth in
subparagraph (D), thelocal jurisdiction may provide written notification to theteenshg
adtherity department that the applicant or licensee is not in compliance with alocal
ordinance or regulation adopted in accordance with Section 26200. Upon receiving
this notification, thetieersihg-agtherity department shall not presume that the applicant
or licensee has compl iedwith all local ordinances and regulations adopted in accordance
with Section 26200, and may commence disciplinary action in accordance with Chapter
3 (commencing with Section 26030). If theteensing-attherity department does not
take action against the licensee before thetime of the renewal of thelicense, thelicense
shall not be renewed until and unlessthelocal jurisdiction notifiesth i
department that the licensee is once again in compliance with local ordinances.

(F) A presumption by-ateensirgadtherity the department pursuant to this
paragraph that an applicant has complied with all local ordinances and regulations
adopted in accordance with Section 26200 shall not prevent, impair, or preempt the
local government from enforcing all applicable local ordinances or regulations against
the applicant, nor shall the presumption confer any right, vested or otherwise, upon
the applicant to commence or continue operating in any local jurisdiction except in
accordance with all local ordinances or regulations.

(3) For purposes of this section, “notification” includes written notification or
access by-atieensingadtherity the department to alocal jurisdiction’sregistry, database,
or other platform designated by alocal jurisdiction, containing information specified
by thetieensgatitherity; department, on applicants to determine local compliance.

(h) Without limiting any other statutory exemption or categorical exemption,
Division 13 (commencing with Section 21000) of the Public Resources Code does not
apply to the adoption of an ordinance, rule, or regulation by alocal jurisdiction that
requires discretionary review and approval of permits, licenses, or other authorizations
to engage in commercial cannabis activity. To qualify for this exemption, the
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discretionary review in any such law, ordinance, rule, or regulation shall include any
applicable environmental review pursuant to Division 13 (commencing with Section
21000) of the Public Resources Code. This subdivision shall become inoperative on
July 1, 2021.

(i) A local or state public agency may charge and collect a fee from a person
proposing aproject pursuant to subdivision (a) of Section 21089 of the Public Resources
Code.

SEC. 43. Section 26057 of the Business and Professions Code is amended to
read:

26057. () Theteensingattherity department shall deny an application if either
the applicant, or the premises for which a state licenseis applied, do not qualify for
licensure under this division.

(b) Thetheensing-agtherity department may deny the application for licensure
or renewal of a state license if any of the following conditions apply:

(1) Failure or inability to comply with the provisions of thisdivision, any rule
or regulation adopted pursuant to this division, or any requirement imposed to protect
natural resources, including, but not limited to, protections for instream flow, water
quality, and fish and wildlife.

(2) Conduct that constitutes grounds for denial of licensure under Chapter 2
(commencing with Section 480) of Division 1.5, except as otherwise specified in this
section and Section 26059.

(3) Failureto provideinformation required by theteensing-adtherity: department.

(4) The applicant, owner, or licensee has been convicted of an offense that is
substantially related to the qualifications, functions, or duties of the business or
profession for which the application is made, except that if th
department determines that the applicant, owner, or licensee is otherwise suitable to
be issued alicense, and granting the license would not compromise public safety, the
Heensing-adthertty department shall conduct athorough review of the nature of the
crime, conviction, circumstances, and evidence of rehabilitation of the applicant or
owner, and shall evaluate the suitabil ity of the applicant, owner, or licenseeto beissued
alicense based on the evidence found through the review. In determining which offenses
are substantially related to the qualifications, functions, or duties of the business or
profession for which the application is made, thetieensig-authority department shall
include, but not be limited to, the following:

(A) A violent felony conviction, as specified in subdivision (c) of Section 667.5
of the Penal Code.

(B) A seriousfelony conviction, as specified in subdivision (c) of Section 1192.7
of the Pena Code.

(C) A felony conviction involving fraud, deceit, or embezzlement.

(D) A felony conviction for hiring, employing, or using aminor in transporting,
carrying, selling, giving away, preparing for sale, or peddling, any controlled substance
to aminor; or selling, offering to sell, furnishing, offering to furnish, administering,
or giving any controlled substance to a minor.

E) A felony conviction for drug trafficking with enhancements pursuant to
Section 11370.4 or 11379.8 of the Health and Safety Code.

(5) Except as provided in subparagraphs (D) and (E) of paragraph (4) and

notwithstanding Chapter 2 (commencing with Section 480) of Division 1.5, aprior
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conviction, where the sentence, including any term of probation, incarceration, or
supervised release, iscompleted, for possession, possession for sale, sale, manufacture,
transportation, or cultivation of a controlled substance is not considered substantially
related, and shall not be the sole ground for denial of alicense. Conviction for any
controlled substance felony subsequent to licensure shall be grounds for revocation of
alicense or denia of the renewal of alicense.

(6) The applicant, or any of its officers, directors, or owners, has been subject
to fines, penalties, or otherwise been sanctioned for cultivation or production of a
controlled substance on public or private lands pursuant to Section 12025 or 12025.1
of the Fish and Game Code.

(7) The applicant, or any of its officers, directors, or owners, has been sanctioned

% the department, the Bureau of Cannabis Control, the Department
of Food and Agriculture, or the State Department of Public Health or a city, county,
or city and county for unauthorized commercial cannabis activities, has had alicense
suspended or revoked under this division in the three years immediately preceding the
date the application is filed with theteensing-atitherity: department.

(8) Failure to obtain and maintain avalid seller’s permit required pursuant to
Part 1 (commencing with Section 6001) of Division 2 of the Revenue and Taxation
Code.

(9) Any other condition specified in law.

(c) The withdrawal of an application for alicense after it has been filed with the
department shall not deprive the department of its authority to institute or continue a
proceeding against the applicant for the denial of the license upon any ground provided
by law or to enter an order denying the license upon any ground.

SEC. 44. Section 26058 of the Business and Professions Code is amended to
read:

26058. Upon the denial of any application for alicense, th i
department shall notify the applicant in writing. Within 30 days of service of the notice,
the applicant may file awritten petition for alicense with th
department. Upon receipt of atimely filed petition, theheensiagagtherity dgpartment
shall set the petition for hearing. The hearing shall be conducted in accordance with
Chapter 5 (commencing with Section 11500) of Part 1 of Division 3 of Title 2 of the
Government Code, and the director-of-eachticensing-adtherity shall have all the powers
granted therein. Any appeal from afinal decision of thetteensing-atitherity department
shall be conducted in accordance with Chapter 4 (commencing with Section 26040).

SEC. 45. Section 26060 of the Business and Professions Code is amended to

26060. () (1) For the purposes of this division, cannabisis an agricultural
product.
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(2) Inissuing cannabis cultivation licenses, the department shall consider issues,
including, but not limited to, water use and environmental impacts. If the State \Water
Resources Control Board or the Department of Fish and Wildlife finds, based on
substantial evidence, that cannabis cultivation is causing significant adverse impacts
on the environment in a watershed or other geographic area, the department shall not
issue new licenses or increase the total number of plant identifierswithin that watershed
or area.

(b) The regulations related to cannabis cultivation shall do all of the following:

(1) Provide that weighing or measuring devices used in connection with the sale
or distribution of cannabis are required to meet standards equivalent to Division 5
(commencing with Section 12001).

(2) Require that cannabis cultivation by licensees is conducted in accordance
with state and local laws.

(3) Establish procedures for the issuance and revocation of unique identifiers
for activities associated with a cannabis cultivation license, pursuant to Chapter 6.5
(commencing with Section 26067). All cannabis shall be labeled with the unique
identifier issued by the-Bepartment-of-Food-and-Agricdtture._department.

(4) Prescribestandards-H-eonsdtationwiththe bureat; standardsfor the reporting

of information as necessary related to unique identifiers pursuant to Chapter 6.5
(commencing with Section 26067).

(c) TheDepartment-ofFood-and-Agrieatture department shall serve asthe lead
agency for purposes of the California Environmental Quality Act (Division 13
(commencing with Section 21000) of the Public Resources Code) related to thelicensing
of cannabis cultivation.

(d) The Department of Pesticide Regulation shall develop guidelinesfor the use
of pesticidesin the cultivation of cannabis and residue in harvested cannabis.

(e) A cannabis cultivator shall not use any pesticide that has been banned for
usein the state.

~ (f) The regulationspremutgated adopted by th

department under this division shall |mpl ement the requirements of
subdivision (b) of Section 26060.1.

(g) The Department of Pesticide Regulation shall require that the application of
pesticides or other pest control in connection with theindoor, outdoor, nursery, specialty
cottage, or mixed-light cultivation of cannabis complies with Division 6 (commencing
with Section 11401) of the Food and Agricultural Code and its implementing
regul ations.

SEC. 46. Section 26060.1 of the Business and Professions Code is amended to
read:

26060.1. (a) Anapplicationfor alicensefor cultivationissued by theBepartment

department shall identify the source of water supply asfollows:

(2) (A) If water will be supplied by aretail water supplier, as defined in Section
13575 of the Water Code, the application shall identify the retail water supplier.

(B) Paragraphs (2) and (3) do not apply to any water subject to subparagraph
(A) unlessthe retail water supplier has 10 or fewer customers, the applicant receives
10 percent or more of the water supplied by the retail water supplier, 25 percent or
more of thewater delivered by theretail water supplier isused for cannabis cultivation,
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or the applicant and theretail water supplier are affiliates, asdefined in Section 2814.20
of Title 23 of the California Code of Regulations.

(2) If the water supply includes adiversion within the meaning of Section 5100
of theWater Code, the application shall identify the point of diversion and the maximum
amount to be diverted as follows:

(A) For an application submitted before January 1, 2019, the application shall
include a copy of one of the following:

() A small irrigation use registration certificate, permit, or licenseissued pursuant
to Part 2 (commencing with Section 1200) of Division 2 of the Water Code that covers
the diversion.

(i) A statement of water diversion and use filed with the State Water Resources
Control Board on or before October 31, 2017, that covers the diversion and specifies
the amount of water used for cannabis cultivation.

(ii1) A pending application for a permit to appropriate water, filed with the State
Water Resources Control Board on or before October 31, 2017.

(iv) Documentation submitted to the State Water Resources Control Board on
or before January 1, 2019, demonstrating that the diversion is subject to subdivision
(@), (¢), (d), or (e) of Section 5101 of the Water Code.

(v) Documentation submitted to the State Water Resources Control Board on or
before October 31, 2017, demonstrating that the diversion isauthorized under ariparian
right and that no diversion occurred after January 1, 2010, and before January 1, 2017.
The documentation shall be submitted on or accompany aform provided by the State
Water Resources Control Board and shall include all of the information outlined in
subdivisions (a) to (d), inclusive, and (e) of Section 5103 of the Water Code. The
documentation shall also include a general description of the area in which the water
will be used in accordance with subdivision (g) of Section 5103 of the Water Code
and the year in which the diversion is planned to commence.

(B) For an application submitted after December 31, 2018, the application shall
include a copy of one of the following:

(i) A small irrigation useregistration certificate, permit, or licenseissued pursuant
to Part 2 (commencing with Section 1200) of Division 2 of the Water Code that covers
the diversion.

(i) A statement of water diversion and use filed with the State Water Resources
Control Board that covers the diversion and specifies the amount of water used for
cannabis cultivation.

(iii) Documentation submitted to the State Water Resources Control Board
demonstrating that the diversion is subject to subdivision (a), (c), (d), or (e) of Section
5101 of the Water Code.

(iv) Documentation submitted to the State Water Resources Control Board
demonstrating that the diversion isauthorized under ariparian right and that no diversion
occurred after January 1, 2010, and in the calendar year in which the application is
submitted. The documentation shall be submitted on or accompany aform provided
by the State Water Resources Control Board and shall include all of the information
outlined in subdivisions (a) to (d), inclusive, and (e) of Section 5103 of the Water Code.
The documentation shall also include a general description of the areain which the
water will be used in accordance with subdivision (g) of Section 5103 of the Water
Code and the year in which the diversion is planned to commence.
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(3) If water will be supplied from a groundwater extraction not subject to
paragraph (2), the application shall identify the location of the extraction and the
maximum amount to be diverted for cannabis cultivation in any year.

(b) The-Bepartment-of-Food-and-Agricutture department shall include in any
license for cultivation al of the following:

(1) Conditions requested by the Department of Fish and Wildlife and the State
Water Resources Control Board to: (A) ensure that individual and cumulative effects
of water diversion and discharge associated with cultivation do not affect the instream
flows needed for fish spawning, migration, and rearing, and the flows needed to maintain
natural flow variability; (B) ensure that cultivation does not negatively impact springs,
riparian habitat, wetlands, or aquatic habitat; and (C) otherwise protect fish, wildlife,
fish and wildlife habitat, and water quality. The conditions shall include, but not be
limited to, the principles, guidelines, and requirements established pursuant to Section
13149 of the Water Code.

(2) Any relevant mitigation requirements the Bepartment-of-Food-angAgricdtture
department identifies as part of its approval of the final environmental documentation
for the cannabis cultivation licensing program as requirements that should beincluded
in alicense for cultivation. Chapter 3.5 (commencing with Section 11340) of Part 1
of Division 3 of Title 2 of the Government Code does not apply to the identification
of these mitigation measures. This paragraph does not reduce any requirements
established pursuant to Division 13 (commencing with Section 21000) of the Public
Resources Code.

(3) A condition that the license shall not be effective until the licensee has
demonstrated compliance with Section 1602 of the Fish and Game Code or receives
written verification from the Department of Fish and Wildlifethat astreambed alteration
agreement is not required.

(c) TheDepartment-ofFood-and-Agricatture department shall consult with the
State Water Resources Control Board and the Department of Fish and Wildlife in the
implementation of this section.

(d) Notwithstanding paragraph (1) of subdivision (b), th
and-Agriediture department is not responsible for verifying compliance with the
conditions requested or imposed by the Department of Fish and Wildlife or the State
Water Resources Control Board. The Department of Fish and Wildlife or the State
Water Resources Control Board, upon finding and making the final determination of
aviolation of acondition included pursuant to paragraph (1) of subdivision (b), shall
notify theBepartment-of-Foee-aneAgredttare; department, which may take appropriate
action with respect to the licensee in accordance with Chapter 3 (commencing with
Section 26030).

SEC. 47. Section 26061 of the Business and Professions Code is amended to
read:

26061. (a) The state cultivator license types to be issued by th

department under thisdivision shall include all of the following:

(1) Type 1, or “specialty outdoor,” for outdoor cultivation using no artificial
lighting of lessthan or equal to 5,000 squarefeet of total canopy size on one premises,
or up to 50 mature plants on noncontiguous plots.
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(2) Type 1A, or “specialty indoor,” for indoor cultivation using exclusively
artificial lighting of between 501 and 5,000 square feet of total canopy size on one
premises.

(3) Type 1B, or “speciaty mixed-light,” for cultivation using a combination of
natural and suppl ementdl artificial lighting at & maximum threshold to be determined
by theteenrsihg-atitherity; department of between 2,501 and 5,000 square feet of total
canopy Size on one premises.

(4) Type 1C, or “specialty cottage,” for cultivation using acombination of natural
and supplemental artificial lighting at a maximum threshold to be determined by the

. department, of 2,500 square feet or less of total canopy size for
mixed-light cultlvatlon 2,500 sguare feet or less of total canopy size for outdoor
cultivation with the opti on to meet an alternative maximum threshold to be determined
by thetieensirgadtherity department of up to 25 mature plantsfor outdoor cultivation,
or 500 sgquare feet or less of total canopy size for indoor cultivation, on one premises.

(5) Type 2, or “small outdoor,” for outdoor cultivation using no artificial lighting
between 5,001 and 10,000 square feet, inclusive, of total canopy size on one premises.

(6) Type 2A, or “small indoor,” for indoor cultivation using exclusively artificial
lighting between 5,001 and 10,000 square feet, inclusive, of total canopy size on one
premises.

(7) Type 2B, or “small mixed-light,” for cultivation using a combination of
natural and suppl emental artificia lighting at a maximum threshold to be determined
by theteensing-atithertty; department, between 5,001 and 10,000 square feet, inclusive,
of total canopy size on one premlses

(8) Type 3, or “outdoor,” for outdoor cultivation using no artificial lighting from
10,001 square feet to one acre, inclusive, of total canopy size on one premises. The

department shall limit the number of licenses
allowed of thistype.

(9) Type 3A, or “indoor,” for indoor cultivation using exclusively artificial
lighting between 10,001 and 22,000 square feet, inclusive, of total canopy size on one
premises. The-Department—ef—FeedandAgﬂeuHure department shall limit the number
of licenses alowed of thistype.

(10) Type 3B, or “mixed-light,” for cultivation using a combination of natural
and supplemental artificial lighting at @ maximum threshold to be determined by the
Heensing-adthertty; department between 10,001 and 22,000 square feet, inclusive, of
total canopy size on one premises. TheDepathen%ef—FeedandAgﬁeuHufe department
shall limit the number of licenses allowed of this type.

(11) Type 4, or “nursery,” for cultivation of cannabis solely as a nursery.

(b) Except as otherwise provided by law:

(1) Type5, or “outdoor,” meansfor outdoor cultivation using no artificial lighting
greater than one acre, inclusive, of total canopy Size on one premises.

(2) Type5A, or “indoor,” meansfor indoor cultivation using exclusively artificial
lighting greater than 22,000 square feet, inclusive, of total canopy Size on one premises.

(3) Type 5B, or “mixed-light,” means for cultivation using a combination of
natural and suppl emental artificial lighting at a maximum threshold to be determined

by the-tieensing-atitherity; department greater than 22,000 square feet, inclusive, of
total canopy Size on one premises.
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(c) No Type 5, Type 5A, or Type 5B cultivation licenses may be issued before
January 1, 2023.

(d) Commencing on January 1, 2023, a Type 5, Type 5A, or Type 5B licensee
may apply for and hold a Type 6 or Type 7 license and apply for and hold a Type 10
license. A Type 5, Type 5A, or Type 5B licensee shall not be eligible to apply for or
hold a Type 8, Type 11, or Type 12 license.

SEC. 48. Section 26062 of the Business and Professions Code is amended to
read:

26062. (a) (1) No later than January 1, 2021, the Department of Food and
Agriculture shall establish a program for cannabis that is comparable to the National
Organic Program (Section 6517 of the federal Organic Foods Production Act of 1990
(7 U.S.C. Sec. 6501 et seq.)), and the California Organic Food and Farming Act (Chapter
10 (commencing with Section 46000) of Division 17 of the Food and Agricultural
Code) and Article 7 (commencing with Section 110810) of Chapter 5 of Part 5 of
Division 104 of the Health and Safety Code.

(2) No later than July 1, 2021, the State Department of Public Health shall
establish a certification program for manufactured cannabis productsthat iscomparable
to the National Organic Program (Section 6517 of the federal Organic Foods Production
Act of 1990 (7 U.S.C. Sec. 6501 et seq.)), the California Organic Food and Farming
Act (Chapter 10 (commencing with Section 46000) of Division 17 of the Food and
Agricultural Code), and Article 7 (commencing with Section 110810) of Chapter 5 of
Part 5 of Division 104 of the Health and Safety Code. For purposes of administrating
thisseetien;_paragraph, the State Department of Public Health shall be exempt from
the Administrative Procedure Act (Chapter 3.5 (commencing with Section 11340) of
Part 1 of Division 3 of Title 2 of the Government Code).

(b) If at any time preceding or following the establishment of a program pursuant
to subdivision (a), the National Organic Program (Section 6517 of the federal Organic
Foods Production Act of 1990 (7 U.S.C. Sec. 6501 et seq.)) authorizes organic
designation and certification for cannabis, this section shall become inoperative and,
as of January 1, of the following year, is repealed.

SEC. 49. Section 26063 of the Business and Professions Code is amended to
read:

26063. (a) (1) No later than January 1, 2018, the-Bepartment-of-Food-and

' department shall establish standards by which alicensed cultivator may
designate a county, city, or city and county of origin for cannabis. To be eligible for
the designation, 100 percent of the cannabis shall be produced within the designated
county, city, or city and county, as defined by finite political boundaries.

(2) Cannabis shall not be advertised, marketed, labeled, or sold as produced in
a California county, city, or city and county, including any similar namethat is likely
to mislead consumers as to the kind of cannabis, when the cannabis was not produced
in that county, city, or city and county.

(3) The name of a California county, city, or city and county, including any
similar name that is likely to mislead consumers as to the kind of cannabis contained
in the product, shall not be used in the advertising, labeling, marketing, or packaging
of cannabis products unless 100 percent of the cannabis contained in the product was
produced in that county, city, or city and county.
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(b) (1) No later than January 1, 2021, the Department of Food and Agriculture
shall establish a process by which licensed cultivators may establish appellations of
origin, including standards, practices, and cultivars applicable to cannabis produced
in acertain geographical areain California, not otherwise specified in subdivision (a).

(2) Cannabis shall not be advertised, marketed, labeled, or sold using an
appellation of origin established pursuant to paragraph (1), including any similar name
that islikely to mislead consumers asto the kind of cannabis, unless the cannabis meets
the appellation of origin requirementsfor, and was produced in, the geographical area.

(3) An appellation of origin established pursuant to this subdivision, including
any similar namethat islikely to mislead consumers asto the kind of cannabis contained
in aproduct, shall not be used in the advertising, labeling, marketing, or packaging of
a cannabis product unless 100 percent of the cannabis contained in the product meets
the appellation of origin requirements and was produced in the geographical area.

(c) An appellation of origin shall not be approved unlessit requires the practice
of planting in the ground in the canopy area and excludes the practices of using
structures, including a greenhouse, hoop house, glasshouse, conservatory, hothouse,
and any similar structure, and any artificial light in the canopy area.

SEC. 50. Section 26067 of the Business and Professions Code is amended to
read:

26067. (a) The-department+h-consultation-with-the-buread;_ department shall
establish atrack and trace program for reporting the movement of cannabisand cannabis
products throughout the distribution chain that utilizes a unique identifier-ptrsuant-to

- and is capable of providing information that captures,
at aminimum, all of thefollowmg

(1) The licensee from which the product originates and the licensee receiving
the product.

(2) The transactlon date

(3) The v b Odterortgates— ed
unique identifi er1eufsdaet—te—8eet|en—26969 or |dent|f| ersfor the cannabl sor cannab| S
product.

(b) (1) The department, in consultation with the California Department of Tax
and Fee Administration, shall create an electronic database containing the electronic
shipping manifeststo facilitate the administration of the track and trace program, which
shall include, but not be limited to, the following information:

(A) Thevariety and quantity or weight of cannabis or cannabis products shipped.

(B) The estimated times of departure and arrival.

(C) Thevariety and quantity or weight of cannabis or cannabis products received.

(D) The actual time of departure and arrival.

(E) A categorization and the unique identifier of the cannabis or cannabis product.

(F) The license number

-ane-the-uniguetdentHier-pursaantte-Seetion-26069
issued by thetieensing-autherity department for all licensees involved in the shipping
process, including, but not limited to, cultivators, manufacturers, distributors, and

- retailers.
(2 @a—The database shall be designed to flag irregul arities for-aH-ieensig
autheﬁtreemthtsdwrsreﬂ the department to mvestl gate AH—HeeHerg—autheHHes
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3 t:'reeneing—autheritie}The department and state and local agencies may, at
any time, inspect shi pments and request documentat|on for current |nventory

4T

Calrfornla Department of Tax and FeeAdml nlstrat|on shall
have read access to the el ectronic database for the purpose of taxation and regulation
of cannab| sand cannabr S products

(5) Information received and contained in records kept by the department-er
' for the purposes of administering this chapter are confidential and
shall not be disclosed pursuant to the California Public Records Act (Chapter 3.5
(commencing with Section 6250) of Division 7 of Title 1 of the Government Code),
except as necessary for authorized employees of the State of Californiaor any city,
county, or city and county to perform official duties pursuant to thisdivision or alocal
ordinance.

182

(6) Upon the request of a state or local law enforcement agency, Heenrsiag
adtherities the department shall allow accessto or provide information contained within
the database to assist law enforcement in their duties and responsibilities pursuant to
thisdivision.

SEC. 51. Section 26068 of the Business and Professions Code is amended to
read:

26068. (a) The department, in consultation with-the-buread-and the California
Department of Tax and Fee Administration, shall ensurethat thetrack and trace program
can also track and trace the amount of the cultivation tax due pursuant to Part 14.5
(commencing with Section 34010) of Division 2 of the Revenue and Taxation Code.
The track and trace program shall include an electronic seed to sale software tracking
system with data points for the different stages of commercial activity, including, but
not limited to, cultivation, harvest, processing, manufacturing, distribution, inventory,
and sale.

(b) The-departmenttn-consuitationwith-the-buread;_department shall ensure
that licensees under this division are allowed to use third-party applications, programs,
and information technology systemsto comply with the requirements of the expanded
track and trace program described in subdivision (a) to report the movement of cannabis
and cannabis products throughout the distribution chain and communicate the
information to licensing agencies as required by law.

(c) Any software, database, or other information technology system utilized by
the department to implement the expanded track and trace program shall support
interoperability with third-party cannabis business software applications and allow all
licensee-facing system activities to be performed through a secure application
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programming interface (API) or comparable technology that is well documented,
bi-directional, and accessible to any third-party application that has been validated and
has appropriate credentials. The APl or comparable technology shall have version
control and provide adequate notice of updates to third-party applications. The system
should provide atest environment for third-party applications to access that mirrors
the production environment.

SEC. 52. Section 26069 of the Business and Professions Code is amended to
read:

26069 @ (_)_ The department shal IﬁaHrehaGaanabreetﬂiwa&reaﬂegfa%

agﬂeul{ufal—pfeduet— |mDI ement a unl que |dent|f|cat| on Drogram for cannabls and
cannabis products.

2) {A)-The-department_unique identification program shall
fer_include the identification of permitted cannabis plants at a cultivation site during
the cultivation period. A unique identifier shall be issued for each cannabis plant. The
department shall ensure that unique identifiers are issued as quickly as possible to
ensure the implementation of this division. The unique identifier shall be attached at
the base of each plant or as otherwise required by law or regulation.

B)
(b) Uniqueidentifiersshall only beissued to those persons appropriately licensed
by thisseetion:_division.

(c) Information associated with the assigned unique identifier and licensee shall
be included in the trace and track program specified in Section 26067.

(d) The department may charge afeeto cover the reasonabl e costs of issuing the
unique identifier and monltorl ng, track| ng, and mspectl ng each cannabls pI ant.

3)

(€) The department shall take adequate steps to establish protections against
fraudulent unique identifiers and limit illegal diversion of unique identifiersto
unlicensed persons.

(f) A city, county, or city and county may administer unique identifiers and
associated identifying information but a city, county, or city and county’s identifiers
shall not supplant the department’s track and trace program.

2108351293568 LL



01/28/21 12:22 PM
29356 RN 21 08351 PAGE 42

(g) This section does not apply to the cultivation of cannabisin accordance with
Section 11362.1 of the Health and Safety Code or the Compassionate Use Act.

SEC. 53. Section 26069.1 of the Business and Professions Code is amended
and renumbered to read:

260691

26066.1. The-secretary department may enter into a cooperative agreement
with a county agricultural commissioner or other state or local agency to assist the
department in implementing the provisions of this division related to administration,
Investigation, inspection, fee collection, document management, education and outreach,
distribution of individual licenses approved by the-seeretary, department, and technical
assistance pertaining to the cultivation of cannabis. The department shall pay
compensation under acooperative agreement from fees collected and deposited pursuant
to thisdivision and shall provide reimbursement to acounty agricultural commissioner,
state, or local agency for associated costs. Theseeretary department shall not delegate
through a cooperative agreement, or otherwise, itsauthority to issue cultivation licenses
to a county agricultural commissioner, local agency, or another state agency. The
seeretary department shall provide notice of any cooperative agreement entered into
pursuant to this section to other relevant state agencies involved in the regulation of
cannabis cultivation. No cooperative agreement under this section shall relieve the
department of its obligations under subdivision (a) of Section 26012
to administer the provisions of thisdivision related to, and associated with, the
cultivation of cannabis.

SEC. 54. Section 26069.5 of the Business and Professions Code is amended
and renumbered to read:

26069:5:

26066.2. (@) A county agricultural commissioner may report to the-seeretary
director on the condition, acreage, production, and value of cannabis produced in the
commissioner’s county under acultivation licenseissued pursuant to thisdivision. The
cannabis data may be submitted in a separate report that is ssimilar to those reports
required for agricultural products pursuant to Section 2279 of the Food and Agricultural
Code. This section does not require the department to publish this report.

(b) Data on cannabis production that is included in areport pursuant to this
section may be organized by categories including, but not limited to, the following:

(1) State cultivator license type, as set forth in Chapter 5 (commencing with
Section 26050), and regulations adopted pursuant to that chapter.

(2) Local license, permit, or other authorization type, as described in Section
26200.

(3) Pricetier, including for different strains of cannabis, different production
methods, or different parts of a plant, such as flowers or leaves.

(c) A county agricultural commissioner-ay- shall not seek reimbursement for
expensesincurred in making areport pursuant to this section from either of the following
sources:

(1) The Department of Food and Agriculture Fund.
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(2) Funding that may otherwise be available for the purposes of this section from
a cooperative agreement entered into pursuant to Section 2222 of the Food and
Agricultural Code.

SEC. 55. Section 26069.9 of the Business and Professions Code is repealed.

{b)Secretary”meansthe-Seeretary-of-Food-and-Agriculture:

SEC. 56. Section 26070 of the Business and Professions Code is amended to
read:

26070. Retailers, Distributors, and Microbusi nesses.

(a) State licenses to be issued by the-buread_department related to the sale and
distribution of cannabis and cannabis products are as follows:

(1) “Retailer,” for the retail sale and delivery of cannabis or cannabis products
to customers. A retailer shall have alicensed premises which is a physical location
from which commercial cannabis activities are conducted. A retailer’s premises may
be closed to the public. A retailer may conduct sales exclusively by delivery.

(2) “Distributor,” for the distribution of cannabis and cannabis products. A
distributor licensee shall be bonded and insured at aminimum level established by the

- department.

3 (A)“M icrobusi ness,” for the cultivation of cannabis on an arealess than
10,000 squarefeet and to act asalicensed distributor, Level 1 manufacturer, and retailer
under this division, provided such licensee can demonstrate compliance with all
requirements imposed by this division on licensed cultivators, distributors, Level 1
manufacturers, and retailers to the extent the licensee engages in such activities.
Microbusiness licenses that authorize cultivation of cannabis shall include the license
conditions described in subdivision (b) of Section 26060.1.

(B) th-coerdination-with-each-otherthe teensngadtherities The department

shall establish a process by which an applicant for a microbusiness license can
demonstrate compliance with al the requirements under this division for the activities
that will be conducted under the Ilcense

safety requirements for the commercial distribution and dellvery of cannabis and
cannabis products. Except as provided in subdivision (d) of Section 26110, the
transportation of cannabis and cannabis products shall only be conducted by persons
holding a distributor license under this division or employees of those persons.
Transportation safety standards established by thedburead department shall include,
but not be limited to, minimum standards governing the types of vehiclesin which
cannabis and cannabis products may be distributed and delivered and minimum
gualifications for persons eligible to operate such vehicles.
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(c) Thedriver of avehicle transporting or transferring cannabis or cannabis
products shall be directly employed by alicensee authorized to transport or transfer
cannabis or cannabis products.

(d) Notwithstanding any other law, al vehiclestransporting cannabis and cannabis
products for hire shall be required to have avalid motor carrier permit pursuant to
Chapter 2 (commencing with Section 34620) of Division 14.85 of the Vehicle Code.
The Department of the California Highway Patrol shall have authority over the safe
operation of these vehicles, including, but not limited to, requiring licensees engaged
in the transportation of cannabis or cannabis products to participate in the Basic
Inspection of Terminals (BIT) program pursuant to Section 34501.12 of the Vehicle
Code.

(e) Prior to transporting cannabis or cannabis products, alicensed distributor
shall do both of the following:

(1) Complete an electronic shipping manifest as prescribed by thetieensihg

- department. The shipping manifest shall include the uniqueidentifier, pursuant

to Section 26069, issued by the-Bepartment-of-Food-and-Agricatture department for

the-eriginal cannabis product.
(2) Securely transmit the manifest to the-buread department and the licensee that

wi II receive the cannabls product —'Fhe—bu%eausl%aH—mfem%he—Depaﬁmeﬁt—ef—Feed

(f) Dur| ng transportatlon thel |censed dlstrl butor shall maintain a physical copy
of the shipping manifest and makeit available upon request to agents of the-Bepartrment
of-Consumer-Affairs department and law enforcement officers.

(g) The licensee receiving the shipment shall maintain each electronic shipping
manifest and shall make it available upon request to the-Department-of-Consumer
Affairs department and any law enforcement officers.

(h) Upon receipt of the transported shipment, the licensee receiving the shipment
shall submit to thetieenrsing-adtherity department arecord verifying receipt of the
shipment and the details of the shipment.

() Transporting, or arranging for or facilitating the transport of, cannabis or
cannabis productsin violation of this chapter isgroundsfor disciplinary action against
the license.

(J) Licensed retail ers and microbusinesses, and licensed nonprofits under Section
26070.5, shall implement security measures reasonably designed to prevent unauthorized
entrance into areas containing cannabis or cannabis products and theft of cannabis or
cannabis products from the premises. These security measures shall include, but not
be limited to, all of the following:

(1) Prohibiting individual sfrom remaining on the licensee’s premisesif they are
not engaging in activity expressly related to the operations of the retailer.

(2) Establishing limited access areas accessible only to authorized personnel.

(3) Other than limited amounts of cannabis used for display purposes, samples,
or immediate sale, storing all finished cannabis and cannabis productsin a secured and
locked room, safe, or vault, and in amanner reasonably designed to prevent diversion,
theft, and loss.

(k) A retailer shall notify theteensig-adthority department and the appropriate
law enforcement authorities within 24 hours after discovering any of the following:
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(1) Significant discrepanciesidentified during inventory. Thelevel of significance
shall be determined by the-bureat:_department.

(2) Diversion, theft, loss, or any criminal activity pertaining to the operation of
the retailer.

(3) Diversion, theft, loss, or any criminal activity by any agent or employee of
the retailer pertaining to the operation of the retailer.

(4) Theloss or unauthorized alteration of records related to cannabis or cannabis
products, registered qualifying patients, primary caregivers, or retailer employees or
agents.

(5) Any other breach of securlty

SEC 57 Sect| on 26070 5 of the Business and Prof jons Code isamended to
read:

26070.5. (a) Theburead Bureau of Cannabis Control shall, by January 1, 2020,
Investigate the feasibility of creating one or more classifications of nonprofit licenses
under this section. The feasibility determination shall be madein consultation with the
relevant licensing agencies and representatives of local jurisdictions which issue
temporary licenses pursuant to subdivision (b). The-buread Bureau of Cannabis Control
shall consider factors including, but not limited to, the following:

(1) Should nonprofit licensees be exempted from any or all state taxes, licensing
fees, and regulatory provisions applicable to other licenses in this division?

(2) Should funding incentives be created to encourage others licensed under this
division to provide professional services at reduced or no cost to nonprofit licensees?

(3) Should nonprofit licenses be limited to, or prioritize those, entities previously
operating on a not-for-profit basis primarily providing whole-plant cannabis and
cannabis products and a diversity of cannabis strains and seed stock to low-income
persons?

(b) Any local jurisdiction may issuetemporary local licensesto nonprofit entities
primarily providing whole-plant cannabis and cannabis products and a diversity of
cannabis strains and seed stock to low-income persons so long asthelocal jurisdiction
does all of the following:

(1) Confirms the license applicant’s status as a nonprofit entity registered with
the California Attorney General’s Registry of Charitable Trusts and that the applicant
Isin good standing with all state requirements governing nonprofit entities.

(2) Licenses and regulates any such entity to protect public health and safety,
and so as to require compliance with all environmental requirementsin this division.

(3) Provides notice to the-buread_ department of any such local licenses issued,
including the name and location of any such licensed entity and al local regulations
governing the licensed entity’s operation.

(4) Certifies to the-buread_department that any such licensed entity will not
generate annual gross revenues in excess of two million dollars ($2,000,000).
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(c) Temporary local licenses authorized under subdivision (b) shall expire after
12 months unless renewed by the local jurisdiction.

(d) The-buread department may impose reasonable additional requirements on
the local licenses authorized under subdivision (b).

(e) (1) New temporary local licenses shall not be issued pursuant to this section
after the date the-burean Bureau of Cannabis Control determines that creation of
nonprofit licenses under thisdivisionisnot feasible, or if theburead Bureau of Cannabis
Control determines that creation of nonprofit licenses under this division isfeasible,
after the date alicensing agency commences issuing state nonprofit licenses.

(2) If the-buread Bureau of Cannabis Control determinesthat creation of nonprofit
licenses under this division is feasible, no temporary license issued under subdivision
(b) shall be renewed or extended after the date on which alicensing agency commences
issuing state nonprofit licenses.

(3) If theburead Bureau of Cannabis Control determinesthat creation of nonprofit
licenses under thisdivision is not feasible, the-buread Bureau of Cannabis Control shall
provide notice of thisdetermination to al local jurisdictionsthat have issued temporary
licenses under subdivision (b). The-buread department may, in its discretion, permit
any such local jurisdiction to renew or extend on an annual basisany temporary license
previously issued under subdivision (b).

SEC. 58. Section 26090 of the Business and Professions Code is amended to
read:

26090. (@) Déliveries, asdefinedinthisdivision, may only be made by alicensed
retailer or microbusiness, or alicensed nonprofit under Section 26070.5.

(b) All employees of aretailer, microbusiness, or nonprofit delivering cannabis
or cannabis products shall carry a copy of the licensee's current license and a
government-issued identification with a photo of the employee, such asadriver’'s
license. The employee shall present that license and identification upon request to state
and local law enforcement, employees of regutatory-adtherities; the department and
other state and local agencies enforcing this division.

(c) During delivery, the licensee shall maintain a copy of the delivery request
and shall makeit available upon request of thetteensirg-aditherity department and law
enforcement officers. The delivery request documentation shall comply with state and
federal law regarding the protection of confidential medical information.

(d) A customer requesting delivery shall maintain a physical or electronic copy
of the ddlivery request and shall makeit available upon request by theticenrsigatthority
department and law enforcement officers.

(e) A local jurisdiction shall not prevent delivery of cannabisor cannabis products
on public roads by a licensee acting in compliance with this division and local law as
adopted under Section 26200.

SEC. 59. Section 26100 of the Business and Professions Code is amended to
read:

26100. (a) Except as otherwise provided by law, cannabis or cannabis products
shall not be sold pursuant to alicense provided for under this division unless a
representative sample of the cannabis or cannabi s products has been tested by alicensed
testing laboratory.
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(b) Theburead department shall develop criteriato determine which batches
shall betested. All testing of the samples shall be performed on thefinal form inwhich
the cannabis or cannabis product will be consumed or used.

(c) Testing of batches to meet the requirements of this division shall only be
conducted by alicensed testing laboratory.

(d) For each batch tested, the testing laboratory shall issue acertificate of analysis
for selected lots at afrequency determined by the-buread_department with supporting
data, to report both of the following:

(1) Whether the chemical profile of the sample conforms to the labeled content
of compounds, including, but not limited to, all of thefollowing, unlesslimited through
regulation by the-bureaw: department:

(A) Tetrahydrocannabinol (THC).

(B) Tetrahydrocannabinolic Acid (THCA).

(C) Cannabidiol (CBD).

(D) Cannabidiolic Acid (CBDA).

(E) The terpenes required by the-buread department in regul ation.

(F) Cannabigerol (CBG).

(G) Cannabinol (CBN).

(H) Other compounds or contaminants required by the-buread: department.

(2) That the presence of contaminants does not exceed the levels established by
the-bureat_department. In establishing the levels, the-buread department shall consider
the American Herbal Pharmacopoeia monograph, guidelines set by the Department of
Pesticide Regulation pursuant to subdivision (d) of Section 26060, and any other
relevant sources. For purposes of this paragraph, “contaminants’ includes, but is not
limited to, al of the following:

(A) Residual solvent or processing chemicals.

(B) Foreign material, including, but not limited to, hair, insects, or similar or
related adulterant.

(C) Microbiological impurities as identified by theduread department in
regul ation.

(3) For edible cannabis products, that the milligrams per serving of THC does
not exceed 10 milligrams per serving, plus or minus 12 percent. After January 1, 2022,
the milligrams of THC per serving shall not deviate from 10 milligrams by more than
10 percent.

(e) A testing laboratory may amend a certificate of analysis to correct minor
errors, as defined by theburead:_department.

(f) Standardsfor residual levelsof volatile organic compounds shall be established
by the-bureat:_department.

(g9) Thetesting laboratory shall conduct all testing required by this sectionin a
manner consistent with general requirements for the competence of testing and
calibrations activities, including sampling and using verified methods.

(h) All testing laboratories performing tests pursuant to this section shall obtain
and maintain 1SO/IEC 17025 accreditation as required by thedburead department in
regulation.

(1) (1) If atest result falls outside the specifications authorized by law or
regulation, thetesting laboratory shall follow astandard operating procedure to confirm
or refute the original result.
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(2) If atest result fall s outside the specifications authorized by law or regulation,
the testing laboratory may retest the sample if both of the following occur:

(A) Thetesting laboratory notifies the-buread; department, in writing, that the
test was compromised due to equipment malfunction, staff error, or other circumstances
allowed by theburead:_department.

(B) Theburead department authorizesthe testing laboratory to retest the sample.

(j) A testing laboratory shall destroy the remains of the sample of-medieal
cannabis or-megdieal cannabis product upon completion of the analysis, as determined
by the-buread department through regulations.

(k) Presale inspection, testing transfer, or transportation of cannabis or cannabis
products pursuant to this section shall conform to a specified chain of custody protocol
and any other requirements imposed under this division.

(1) Thisdivision does not prohibit alicensee from performing testing on the
licensee’s premises for the purposes of quality-assuaranee control of the product in
conjunction with reasonabl e business operations. This division also does not prohibit
alicensee from performing testing on the licensee’s premises of cannabis or cannabis
products obtained from another licensee. Onsite testing by the licensee shall not be
certified by the-buread_department and does not exempt the licensee from the
requirements of -guatity-assaranee compliance testing at a testing laboratory pursuant
to this section.

SEC. 60. Section 26102 of the Business and Professions Code is amended to
read:

26102. A testing laboratory shall not be licensed by the-buread department
unless the laboratory meets all of the following:

() Complies with any other requirements specified by theburead: department.

(b) Notifies the-buread_department within one business day after the receipt of
notice of any kind that its accreditation has been denied, suspended, or revoked.

(c) Has established standard operating proceduresthat provide for adequate chain
of custody controls for samples transferred to the testing laboratory for testing.

SEC. 61. Section 26104 of the Business and Professions Code is amended to
read:

26104. (a) A licensed testing laboratory shall, in performing activities concerning
cannabis and cannabis products, comply with the requirements and restrictions set
forth in applicable law and regulations.

(b) Theburead department shall develop proceduresto do all of the following:

(1) Ensure that testing of cannabis and cannabis products occurs prior to
distribution to retailers, microbusinesses, or nonprofits licensed under Section 26070.5.

(2) Specify how often licensees shall test cannabis and cannabis products, and
that the cost of testing cannabis shall be borne by the licensed cultivators and the cost
of testing cannabis products shall be borne by the licensed manufacturer, and that the
costs of testing cannabis and cannabis products shall be borne by a nonprofit licensed
under Section 26070.5.

(3) Require destruction of harvested batches whose testing samples indicate
noncompliance with health and safety standards required by the-buread;_department,
unless remedial measures can bring the cannabis or cannabis productsinto compliance
with quality assurance standards as specified by law and implemented by the-bureas:

department.
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(4) Ensure that atesting laboratory employee takes the sample of cannabis or
cannabis products from the distributor’s premises for testing required by this division
and that the testing laboratory employee transportsthe sampleto the testing laboratory.
The driver transporting the sample pursuant to this requirement shall be directly
employed by the testing laboratory.

(c) (1) Except as provided in this division, atesting laboratory shall not acquire
or receive cannabis or cannabis products except from alicensee in accordance with
thisdivision, and shall not distribute, sell, or dispense cannabis or cannabis products,
from thelicensed premises from which the cannabis or cannabis productswere acquired
or received. All transfer or transportation shall be performed pursuant to a specified
chain of custody protocol.

(2) A testing laboratory may receive and test samples of cannabis or cannabis
products from a state or local law enforcement, or a prosecuting or regulatory agency
In order to test the cannabis or cannabis products. For purposes of this section, testing
conducted by atesting laboratory for state or local law enforcement, a prosecuting
agency, or aregulatory agency is not commercial cannabis activity and shall not be
arranged or overseen by the-bureau: department.

(d) A testing laboratory may receive and test samples of cannabis or cannabis
productsfrom alicensed manufacturer or licensed cultivator for quality control purposes.
A testing laboratory shall not certify samplesfrom alicensed manufacturer or licensed
cultivator for retail sale. All tests performed by a testing laboratory for alicensed
manufacturer or licensed cultivator shall be recorded with the name of the licensee and
the amount of cannabis or cannabis product received.

{ely

(e) A testing laboratory may receive and test samples of cannabis or cannabis
products from a qualified patient or primary caregiver with avalid physician’s
recommendation for cannabis for medicinal purposes. A testing laboratory shall not
certify samples from a qualified patient or primary caregiver for resale or transfer to
another person or licensee. All tests performed by atesting laboratory for aqualified
patient or primary caregiver shall be recorded with the name of the qualified patient
or primary caregiver and the amount of cannabis or cannabis product received.

(f) A testing laboratory may receive and test samples of cannabis or cannabis
products from aperson over 21 years of age when the cannabis has been grown by that
person and will be used solely for that person’s use, as authorized pursuant to Section
11362.1 of the Health and Safety Code. A testing laboratory shall not certify samples
from the person over 21 years of agefor resale or transfer to another person or licensee.
All tests recorded pursuant to this subdivision shall be recorded with the name of the
person submitting the sampl e and the amount of cannabis or cannabis product received.

SEC. 62. Section 26105 of the Business and Professions Code is amended and
renumbered to read:

26105:

26132. Manufacturing Level 2 licensees shall enact sufficient methods or
procedures to capture or otherwise limit risk of explosion, combustion, or any other
unreasonably dangerous risk to public safety created by volatile solvents. The-State

' department shall establish minimum standards concerning
such methods and procedures for Level 2 licensees.
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SEC. 63. Section 26106 of the Business and Professions Code is amended and
renumbered to read:

26106:

26131. Standards for the production, packaging, and labeling of all cannabis
products developed by the-State-Bepartment-ef-Pablie Health_department apply to all
licensed manufacturers and microbusinesses, and nonprofits licensed under Section
26070.5, unless otherwise specified by the-State-Bepartment-of-Pablic Health:
dgpartment

SEC. 64. Section 26110 of the Business and Professions Code is amended to
read:

26110. (a) Cannabis batches are subject to quality assurance standards and
testing prior to sale at aretailer, microbusiness, or nonprofit licensed under Section
26070.5, except for immature cannabis plants and seeds, as provided for inthisdivision.

(b) A licenseethat holdsavalid distributor license may act as the distributor for
the licensee’s cannabis and cannabis products.

(c) Thedistributor shall store, as determined by the-bureat; department, the
cannabis batches on the premises of the distributor before testing and continuously
until either of the following occurs:

(1) The cannabis batch passes the testing requirements pursuant to this division
and is transported to a licensed retailer or to another licensed distributor.

(2) The cannabis batch fails the testing requirements pursuant to this division
and is destroyed or transported to a manufacturer for remediation as allowed by the

- department.

(d) Thedistributor shall arrange for atesting laboratory to obtain arepresentative
sample of each cannabis batch at the distributor’s licensed premises. After obtaining
the sample, the testing laboratory representative shall maintain custody of the sample
and transport it to the testing laboratory.

(e) Upon issuance of a certificate of analysis by the testing laboratory that the
cannabis batch has passed the testing requirements pursuant to this division, the
distributor shall conduct a quality assurance review before distribution to ensure the
labeling and packaging of the cannabis and cannabis products conform to the
requirements of thisdivision.

(f) (1) Thereshal beaquality assurance compliance monitor who isan employee
or contractor of the-buread department and who shall not hold alicensein any category
or own or have an ownership interest in alicensee or the premises of alicensee.

(2) The quality assurance compliance monitor shall conduct random quality
assurance reviews at adistributor’s licensed premises before distribution to ensure the
labeling and packaging of the cannabis and cannabis products conform to the
requirements of thisdivision.

(3) The quality assurance compliance monitor shall have accessto all records
and test results required of alicensee by law in order to conduct quality assurance
analysis and to confirm test results. All records of inspection and verification by the
guality assurance compliance monitor shall be provided to theburead: department.
Failure to comply shall be noted by the quality assurance compliance monitor for
further investigation. Violations shall be reported to the-buread: department. The quality
assurance compliance monitor shall also verify the tax payments collected and paid
under Sections 34011 and 34012 of the Revenue and Taxation Code are accurate. The
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monitor shall also have access to the inputs and assumptionsin the track and trace
system and shall be able to verify their accuracy and that they are commensurate with
the tax payments.

(g) After testing, al cannabisand cannabis productsfit for sale may be transported
only from the distributor’s premisesto the premises of another licensed distributor for
further distribution, or to alicensed retailer, microbusiness, or nonprofit for retail sale.

(h) A licenseeisnot required to sell cannabis or cannabis productsto adistributor
and may directly contract for sale with a licensee authorized to sell cannabis and
cannabis products to purchasers.

() A distributor performing services pursuant to this section may collect afee
from the licensee for the services provided. The fee may include, but is not limited to,
the costsincurred for laboratory testing. A distributor may also collect applicable state
or local taxes and fees.

() This section does not prohibit a licensee from performing testing on the
licensee’s premises for the purposes of quality-assaranee control of the product in
conjunction with reasonabl e business operations. Thetesting conducted on thelicensee's
premises by the licensee does not meet the testing requirements pursuant to thisdivision.

SEC. 65. Section 26120 of the Business and Professions Code is amended to
read:

26120. (@) Prior to delivery or sale at aretailer, cannabis and cannabis products
shall belabeled and placed in aresealable, tamper-evident, child-resistant package and
shall include a unique identifier for the purposes of identifying and tracking cannabis
and cannabis products._If the cannabis or cannabis product contains multiple servings,
the package shall also be resealable.

(b) Packages and labels shall not be made to be attractive to children.

(c) All cannabis and cannabis product labels and inserts shall include the
following information prominently displayed in aclear and legiblefashionin accordance
with the requirements, including font size, prescribed by the-buread-or-the-State

i = department:

(1) Thefollowing statements, in bold print:

(A) For cannabis: “GOVERNMENT WARNING: THISPACKAGE CONTAINS
CANNABIS, A SCHEDULE | CONTROLLED SUBSTANCE. KEEP OUT OF
REACH OF CHILDREN AND ANIMALS. CANNABISMAY ONLY BE
POSSESSED OR CONSUMED BY PERSONS 21 YEARS OF AGE OR OLDER
UNLESS THE PERSON ISA QUALIFIED PATIENT. CANNABIS USE WHILE
PREGNANT OR BREASTFEEDING MAY BE HARMFUL. CONSUMPTION OF
CANNABISIMPAIRSYOURABILITY TODRIVEAND OPERATE MACHINERY.
PLEASE USE EXTREME CAUTION.”

(B) For cannabis products: “GOVERNMENT WARNING: THIS PRODUCT
CONTAINS CANNABIS, A SCHEDULE | CONTROLLED SUBSTANCE. KEEP
OUT OF REACH OF CHILDREN AND ANIMALS. CANNABISPRODUCTSMAY
ONLY BE POSSESSED OR CONSUMED BY PERSONS 21 YEARS OF AGE OR
OLDERUNLESSTHE PERSON ISA QUALIFIED PATIENT. THEINTOXICATING
EFFECTSOF CANNABISPRODUCTSMAY BEDELAYED UPTO TWOHOURS.
CANNABIS USE WHILE PREGNANT OR BREASTFEEDING MAY BE
HARMFUL. CONSUMPTION OF CANNABIS PRODUCTS IMPAIRSYOUR
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ABILITY TO DRIVEAND OPERATE MACHINERY. PLEASE USE EXTREME
CAUTION”

(2) For packages containing only dried flower, the net weight of cannabisin the
package.

(3) Identification of the-seuree-and-date-of-eultivation;the type of cannabis or
cannabis product and the date of-manufacturirg-and packaging.

(4) The appellation of origin, if any.

(5) List of pharmacologically active ingredients, including, but not limited to,
tetrahydrocannabinol (THC), cannabidiol (CBD), and other cannabinoid content, the
THC and other cannabinoid amount in milligrams per serving, servings per package,
and the THC and other cannabinoid amount in milligrams for the package total.

(6) A warning if nuts or other known allergens are used.

(7) Information associated with the unique identifier issued by the-Bepartment

- department.

(8) For amedici nal cannabis product sold at aretailer, the statement “FOR
MEDICAL USE ONLY.

(9) Any other requirement set by the-buread-er-the-State- Department-of-Pablic
Health:_department.

(d) Only generic food names may be used to describe the ingredientsin edible
cannabis products.

(e) In the event the Attorney General determines that cannabisis no longer a
Schedule | controlled substance under federal 1aw, the label prescribed in subdivision
(c) shall nolonger require astatement that cannabisisa Schedule | controlled substance.

SEC. 66. Section 26121 of the Business and Professions Code is amended and
renumbered to read:

26121

26039.5. (a) A-Cannabis or a cannabis product is misbranded if it isany of the
following:

(1) Manufectured;-Cultivated, processed, manufactured, packed, or held inthis
state-Hr-atmanufacturigpremises alocation not duly licensed as provided in this
division.

(2) Consists of cannabis or cannabis product that was cultivated, processed,
manufactured, packed, or held in alocation not duly licensed as provided in thisdivision.

2}
(3) Itslabeling isfalse or misleading in any particular.

(4) Itslabeling or packaging does not conform to the requirements of Section
26120 or any other labeling or packaging requirement established pursuant to this
division.

(b) It is unlawful-fer-any-persen to_cultivate, process, manufacture, sell, deliver,
hold, or offer for sale cannabis or a cannabis product that is misbranded.

(c) It is unlawful-ferany-persen to misbrand_cannabis or a cannabis product.

(d) It is unlawfulferarypersen to receive in commerce cannabis or a cannabis
product that is misbranded or to-dehver-or distribute, deliver, or offer for delivery any
such_cannabis or cannabis product.

SEC. 67. Section 26130 of the Business and Professions Code is amended to
read:
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26130. (@) TheStateDepartment-of-Public Health department shall promulgate

regulations governing the licensing of cannabis manufacturers and standards for the
manufacturing, packaging, and labeling of al manufactured cannabis products. Licenses
to beissued are asfollows:

(1) “Manufacturing Level 1,” for sites that manufacture cannabis products using
nonvolatile solvents, or no solvents.

(2) “Manufacturing Level 2,” for sites that manufacture cannabis products using
volatile solvents.

(b) For purposes of this section, “volatile solvents’ shall have the same meaning
asin paragraph (3) of subdivision (b) of Section 11362.3 of the Health and Safety
Code, unless otherwise provided by law or regulation.

(c) Edible cannabis products shall be:

(1) Not designed to be appealing to children or easily confused with commercialy
sold candy or foods that do not contain cannabis.

(2) Produced and sold with a standardized concentration of cannabinoids not to
exceed 10 milligrams tetrahydrocannabinol (THC) per serving.

(3) Delineated or scored into standardized serving sizes if the cannabis product
contains more than one serving and is an edible cannabis product in solid form.

(4) Homogenized to ensure uniform disbursement of cannabinoids throughout
the product.

(5) Manufactured and sold under sanltatlon standards established by the-State

department that are
srmllar to the standardsfor preparatlon storage handling, and sale of food products.

(6) Provided to customers with sufficient information to enable the informed
consumption of the product, including the potential effects of the cannabis product and
directions as to how to consume the cannabis product, as necessary.

(7) Marked with a universal symbol, as determined by the-State-Department-of
Pubhie-Health department through regulation.

(d) Cannabis, including concentrated cannabis, included in a cannabis product
manufactured in compliance with law is not considered an adulterant under state law.

SEC. 68. Section 26131 of the Business and Professions Code is amended and
renumbered to read:

2613%

26039.6. (&) A-Cannabis or a cannabis product is adulterated if it isany of the
following:

(2) It has been produced, prepared, packed, or held under unsanitary conditions
in which it may have become contaminated with filth or in which it may have been
rendered injurious.

(2) It-eensists consists, in whole or inpart part, of any filthy, putrid, or
decomposed substance.

(3) It bears or contains any poisonous or del eterious substance that may render
it injurious to users under the conditions of use suggested in the labeling or under
conditions-as that are customary or usual.

(4) It bearsor contains asubstance that isrestricted or limited under thisdivision
or regulations promulgated pursuant to this division and the level of substance in the
product exceeds the limits specified pursuant to this division or in regulation.
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(5) Its concentrations differ from, or its purity or quality is below, that which it
IS represented to possess.

(6) The methods, facilities, or controls used for its cultivation, manufacture,
packing, or holding do not conform to, or are not operated or administered in conformity
with, practices established by regulations adopted under this division to ensure that
the cannabis or cannabis product meets the requirements of this division asto safety
and has the concentrations it purports to have and meets the quality and purity
characteristics that it purports or is represented to possess.

(7) Itscontainer iscomposed, in whole or in part, of any poisonous or deleterious
substance that may render the contents injurious to health.

(8) It isan edible cannabis product and a substance has been mixed or packed
with it after testing by atesting laboratory so asto reduce its quality or concentration
or if-any a substance has been substituted, wholly or in part, for the edible cannabis
product.

(b) It is unlawful-fer-aperson to_cultivate, manufacture,_distribute, sell, deliver,
hold, or offer for sale cannabis or a cannabis product that is adulterated.

(c) It is unlawful-ferajpersen to adulterate cannabis or a cannabis product.

(d) It is unlawfulferapersen to receive in commerce cannabis or a cannabis
product that is adulterated or to-detver distribute, deliver, or proffer for delivery any
such_cannabis or cannabis product.

SEC. 69. Section 26132 of the Business and Professions Code is amended and
renumbered to read:

263132

26039.1. (@) When the-State-Bepartment-ef-Public Health department has
evidence that_cannabis or a cannabis product is adulterated or misbranded, the
department shall notify themanufacturer: licensee. Thelicensee may conduct avoluntary
recall of the affected cannabis or cannabis product and may remediate the cannabis or
cannabis product, if approved by the department, or shall destroy the affected cannabis

or cannab| S product under the superw Sl on of the department

(b) The department may issue a mandatory recall order and require the licensee
to immediately cease distribution of cannabis or a cannabis product and recall the
cannabis or cannabis product if the department determines both of the following:

(1) Thecultivation, manufacture, distribution, or sale of the cannabis or cannabis
product creates or poses an immediate and serious threat to human life or hedlth.

(2) Other procedures available to th
department to remedy or prevent the occurrence of the situation would result in an
unreasonable delay.

(c) The-State-Department-of Public Health department shall provide the
manufactarer |icensee an opportunity for an informal proceeding on the matter, as
determined by the department, within five days, on the actions required by the order
and on why the cannabis or cannabis product should not be recalled. Following the
proceeding, the order shall be affirmed, modified, or set aside as determined appropriate

by the-State-Department-of-Publie-Health:_department.
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(d) TheState-Department-ef-Public- Health’s department’s powers set forth in

this section expressly include the power to order movement, segregation, isolation, or
destruction of cannabis or cannabis products, aswell asthe power to hol dthese cannabis
or cannabis productsin place.

(e) If theState-Department-of- Public Health department determinesit is necessary,
it may issue the mandatory recall-erder order, may conduct the recall, and may use al
appropriate measures to obtain reimbursement from the-manufacturer licensee for any
and all costs associated with these orders. All funds obtained by the-State-Department
ef—PubHc—HeaPeh dggartment from th&ee efforts shall be depos tecHnto-atee-acecount

o i es hed in the Cannabis
Control Fund ander shall be aval I abI efor use by the department upon appropriation
by the Legidature.

(f) It is unlawful-ferany-persen to move or allow to be moved cannabis or a
cannabis product subject to an order issued pursuant to this section unless that person

has first obtained written authorization from the-State-Bepartment-of-Public- Health:

department.

SEC. 70. Section 26133 of the Business and Professions Code is amended and
renumbered to read:

26133

26039.3. (a) If the-State-Department-ef-Public Health department finds or has

probable cause to believe that_cannabis or a cannabis product is adulterated or
misbranded within the meaning of thisdivision division, or the sale of the cannabis or
cannabis product would be in violation of this division, the department shall affix to
the cannabis or cannabis product, or component thereof atag or other appropriate
marking. The-State-Department-of-Public Health dgpartment shall give notice that the
cannabis or cannabis product is, or is suspected of being, adulterated or misbranded,
or the sale of the cannabis or cannabis product would be in violation of thisdivision
and has been embargoed and that-re-person-shal-remeve-er-dispese-of the cannabis
or cannabis product_shall not be removed or disposed of by sale or otherwise until
permission for removal or disposal is given by the-State-Department-of-Public-Health
department or a court.

(b) (1) It isunlawful+erapersen to remove, sell, or dispose of-a-detained-or
embargoed_cannabis or an embargoed cannabis product ‘without written permission of
the-State-Department-of-Pubhe-Health_department or a court._The removal, sale, or
disposal of each item of embargoed cannabis or cannabis product without written
permission of the department constitutes a violation of this subdivision. A violation of
this subdivision ispunishable-by-a subject to a citation and fine of not more than ten
thousand dollars ($10,000).

(2) Notwithstanding paragraph (1), alicensed cultivator may request permission
for the continued cultivation or harvesting of the cannabis subject to embargo. The
department may authorize, and may impose conditions on, the continued cultivation
or harvesting of the cannabis subject to embargo.

(c) If the adulteration or misbranding can be corrected by proper labeling or
additional processing of the cannabis or cannabis product and all of the provisions of
this division can be complied with, the licensee-er-owner may request_that the-State

Bepartment-of Public Healthrto dgpartmen t remove the tag or other-marking:_marking
to permit correction. If, under the supervision of the State Department-of-Publie Health;
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department, the adulteration or misbranding has been corrected, the department may
remove thetag or other marking. Cannabis and cannabis productsfound at an unlicensed
location, or cultivated, processed, produced, or manufactured at an unlicensed location,
or derived from an unlicensed source, cannot be corrected and shall be destroyed.

(d) If the State-Department-of- Publie-Health department finds that_cannabis or
a cannabis product that is embargoed is not adulterated or misbranded, or that its sale
is not otherwise in violation of thisdivision, the—S&ate—Department—ef—Pulel—reHealm
department may remove the tag or other marki ng.

(e) The cannabis or cannabis product may be destroyed by thelicensee or product

owner pursuant to a corrective action plan approved by the-State Department-of-Public
Health department and under the supervision of the department. The_ cannabis or
cannabis product shall be destroyed at the expense of the Ilcensee or produc owner.

(f) The department may condemn cannabis or a cannabis product under the
provisions of thissection. A proceeding for condemnation shall be subject to appropriate
notice to, and the opportunity for a hearing with regard to, the person or licensee
affected in accordance with Chapter 5 (commencing with Section 11500) of Part 1 of
Division 3 of Title 2 of the Government Code.

(1) Upon afinding by the administrative law judge that the cannabis or cannabis
product is adulterated or misbranded, or that its sale is otherwise in violation of this
division, the administrative law judge may direct the cannabis or cannabis product to
be destroyed at the expense of thelicensee or product owner and under the supervision
of the department. The licensee or owner of the affected cannabis or cannabis product
shall pay fees and reasonabl e costs, including the costs of storage, testing, and
supervision, incurred by the department in investigating and prosecuting the action
taken pursuant to this section.

(2) Upon afinding by the administrative law judge that the adulteration or
misbranding can be corrected by proper |abeling or additional processing of the cannabis
or cannabis product and that all provisions of this division can be complied with, the
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administrative law judge may direct the cannabis or cannabis products to be brought
into compliance under the department’s supervision. The licensee shall pay fees and
reasonable costs, including the costs of storage, testing, and supervision, incurred by
the department in investigating and prosecuting the action. After the costs, fees, and
expenses have been paid, the department may rel ease the embargo and remove the tag
or other marking and supervise the corrective action.

SEC 71. Section 26134 of the Bus n&% and Prof ions Code is repealed

SEC 72. Sectlon 26135 of the Bus ness and Prof ions Code is amended and
renumbered to read:

26135:

26039.4. A peace officer, including a peace officer-withinthe State Bepartment
of-Public-Health-or-the-buread; with the department, may seize cannabis and cannabis

productsin any of the following circumstances:
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(@) The cannabis or cannabis product is subject to recall or embargo by-any
- the department.

(b) The cannabis or cannabis product is subject to destruction pursuant to this
division.

(c) The cannabis or cannabis product is seized related to an investigation or
disciplinary action for violation of this division.

SEC. 73. Section 26140 of the Business and Professions Code is amended to
read:

26140. (a) AnA-licensee shall not:

(1) Sell cannabis or cannabis products to persons under 21 years of age.

(2) Allow any person under 21 years of age on its premises, unlesstheA-licensee
holds an M-license and the licensed premises for the A-license and M-license are the
same.

(3) Employ or retain persons under 21 years of age.

(4) Sell or transfer cannabis or cannabis products unless the person to whom the
cannabis or cannabis product is to be sold first presents documentati on-whieh_that
reasonably appears to be a valid government-issued identification card showing that
the person is 21 years of age or older.

(b) Persons under 21 years of age may be used by peace officersin the
enforcement of this division and to apprehend licensees, or employees or agents of
licensees, or other persons who sell or furnish cannabis to minors. Notwithstanding
any-previsten-of_other |aw,-any a person under 21 years of age who purchases or
attempts to purchase-any cannabis or cannabis products while under the direction of a
peace officer isimmune from prosecution for that purchase or attempt to purchase
eannabis:_cannabis or cannabis products. Guidelines with respect to the use of persons
under 21 years of age as decoys shall be adopted and published by theburead department
In accordance with the rulemaking portion of the Administrative Procedure Act (Chapter
3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code).

(c) Notwithstanding subdivision (a), an M-licensee may

(1) Allow on the premises-any a person 18 years of age or older who possesses
avalid government-issued identification card, and either avalid county-issued
identification card under Section 11362.712 of the Health and Safety Code or avalid
physician’s recommendation for-hirnset-or-hersel themselves or for aperson for whom
he-er-she that person isaprimary caregive.

(2) Allow-any aperson 21 years of age or older on its premisesif the M-licensee
holds an A-license and the licensed premises for the M-license and A-license are the
same.

(3) Sell cannabis, cannabis products, and cannabis accessories to a person 18
years of age or older who possesses a valid government-issued identification card and
either avalid county-issued identification card under Section 11362.712 of the Health
and Safety Code or avalid physician’s recommendation for-hirmseH-er-herself
themselves or for a person for whonm-he-er-she the person is a primary caregiver.

(4) The-buread department may establish requirements for the purchase of
cannabis, cannabis products, or cannabis accessories by a primary caregiver for a
patient to ensure that the status of a person as a primary caregiver is verified.
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SEC. 74. Section 26160 of the Business and Professions Code is amended to
read:

26160. (a) A licensee shall keep accurate records of commercial cannabis
activity.

(b) All recordsrelated to commercia cannabisactivity as defined by thetieensing
adtherities department shall be maintained for a minimum of seven years.

(c) Leenshg-adthertties The department may examine the records of alicensee
and inspect the premises of alicensee as theieensing-autherity, department, or astate
or local agency, deems necessary to perform its duties under this division. All
Ingpections and examinations of records shall be conducted during standard business
hours of the licensed facility or at any other reasonable time. Licensees shall provide
and deliver records to theteersing-atithertty department upon request.

(d) Licensees shall keep recordsidentified by theteensirg-adtherities department
on the premises of the location licensed. Thetieensihg-adthertites department may
make any examination of the records of any licensee. Licensees shall also provide and
deliver copies of documents to theteensig-adtherity department upon request.

(e) A licensee, or its agent or employee, that refuses, impedes, obstructs, or
interferes with an inspection of the premises or records of the licensee pursuant to this
section, has engaged in aviolation of this division.

(f) If alicensee, or an agent or employee of alicensee, failsto maintain or provide
the records required pursuant to this section, the licensee shall be subject to a citation
and fine of up to thirty thousand dollars ($30,000) per individual violation.

SEC. 75. Section 26161 of the Business and Professions Code is amended to
read:

26161. (a) Every sae or transport of cannabis or cannabis products from one
licensee to another licensee must be recorded on a salesinvoice or receipt. Salesinvoices
and receipts may be maintained electronically and must be filed in such manner asto
be readily accessible for examination by employees of th
department or California Department of Tax and Fee Administration and shall not be
commingled with invoices covering other commodities.

(b) Each sales invoice required by subdivision (a) shall include the name and
address of the seller and shall include the following information:

(1) Name and address of the purchaser.

(2) Date of sale and invoice number.

(3) Kind, quantity, size, and capacity of packages of cannabisor cannabis products
sold.

(4) The cost to the purchaser, together with any discount applied to the price as
shown on the invoice.

(5) The place from which transport of the cannabis or cannabis product was
made unless transport was made from the premises of the licensee.

(6) Whether the cannabis or cannabis products are designated for donation to a
medicinal cannabis patient.

(7) Any other information specified by thetieersirg-adtherity-_department.

SEC. 76. Section 26162 of the Business and Professions Code is amended to
read:

26162. (a) Information identifying the names of patients, their medical
conditions, or the names of their primary caregivers received and contained in records
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kept by the office or-tieersihg-adthoerities the department for the purposes of
administering this chapter are confidential and shall not be disclosed pursuant to the

CdiforniaPublic RecordsAct (Chapter 3.5 (commencing with Section 6250) of Division
7 of Title 1 of the Government Code), except as necessary for authorized employees
of the State of California or any city, county, or city and county to perform official
duties pursuant to this chapter, or alocal ordinance.

(b) Information identifying the names of patients, their medical conditions, or
the names of their primary caregivers received and contained in records kept by the
buread department for the purposes of administering this chapter shall be maintained
In accordance with Chapter 1 (commencing with Section 123100) of Part 1 of Division
106 of the Health and Safety Code, Part 2.6 (commencing with Section 56) of Division
1 of the Civil Code, and other state and federal laws relating to confidential patient
information.

(c) Nothing in this section precludes the following:

(1) Employees of the-bureat-er-any-Heensmg-adtherittes department notifying
state or local agencies about information submitted to the agency that the employee
suspectsisfasified or fraudulent.

(2) Notifications from the-buread-erany-Heensiagadtherities department to state
or local agencies about apparent violations of this-ehapter division or applicable local
ordinance.

(3) Verification of requests by state or local agenciesto confirm licenses and
certificates issued by theregutatery-adthorities department or other state agency.

(4) Provision of information requested pursuant to a court order or subpoena
issued by a court or an administrative agency or local governing body authorized by
law to issue subpoenas.

(d) Information shall not be disclosed by any state or local agency beyond what
IS necessary to achieve the goals of a specific investigation, notification, or the
parameters of a specific court order or subpoena.

SEC. 77. Section 26163 of the Business and Professions Code is amended to
read:

26163. (@) Licensingradtherities The department shall, upon the request of the
Cal Savers Retirement Savings Board, furnish to the board, as applicable, thefollowing
information with respect to every licensee:

(1) Licensee.

(2) Licensee's physical and mailing addresses.

(3) Federal employer identification number if the licenseeis a partnership, or
the licensee’sindividual taxpayer identification number or social security number for
al other licensees.

(4) Type of license.

(5) Effective date of license or arenewal.

(6) Expiration date of license.

(7) Whether license is active or inactive, if known.

(b) Information shared with the Cal Savers Retirement Savings Board shall be
used only for the purposes of administering the Cal Savers Retirement Program.

SEC. 78. Section 26180 of the Business and Professions Code is amended to
read:
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26180. Eachteensingautherity-The department shall establish a scale of
application, licensing, and renewal fees, based upon the cost of enforcing thisdivision,
asfollows:

(a) Eachticensngradtherity-The department shall charge each licensee alicensure
and renewal fee, as applicable. The licensure and renewal fee shall be calculated to
cover the costs of administering this division. The licensure fee may vary depending
upon the varying costs associated with administering the various regul atory requirements
of thisdivision asthey relate to the nature and scope of the different licensure activities,
including, but not limited to, the track and trace program required pursuant to Section
26067, but shall not exceed the reasonabl e regulatory costs to theteensig-adthority:
department.

(b) Thetotal fees assessed pursuant to this division shall be set at an amount that
will fairly and proportionately generate sufficient total revenue to fully cover the total
costs of administering this division.

(c) All license fees shall be set on a scaled basis by thetieenrsingadthority;
department, dependent on the size of the business.

(d) Thetheensingautherity department shall deposit all fees collected in afee
account-speetfie-te-that-Heensiag-adthertty; to be established in the Cannabis Control
Fund. Moneys in thetieensing-autherity-fee-aceounts fee account shall be used, upon

appropriation by the Legidature, by the-desigratecHtcensing-adtherity dgpartment for
the administration of this division.

SEC. 79. Section 26190 of the Business and Professions Code is amended to
read:

26190. Beginning on March 1, 2023, and on or before March 1 of each year
thereafter,-eachHeensigagtherity the department shall prepare and submit to the
Legislature an annual report on the-adtheritys department’s activities, in compliance
with Section 9795 of the Government Code, and post the report on the-autheritys
Hternet-Web-site:_department’s internet website. The report shall include, but not be
limited to, the following information for the previous fiscal year:

(@) Theamount of funds allocated and spent by thetieensing-attherity department
for cannabis licensing, enforcement, and administration.

(b) The number of statel icensesissued, renewed, denied, suspended, and revoked,
by state license category.

(c) The average time for processing state license applications, by state license
category.

(d) The number of appealsfrom the denial of state licenses or other disciplinary
actionstaken by thetieensiagagtherity department and the average time spent on these

appeals.
(e) The number of complaints submitted by citizens or representatives of cities

or counties regarding licensees, provided as both a comprehensive statewide number
and by geographical region.

(f) The number and type of enforcement activities conducted by thetieensing
adtheritres department and by local law enforcement agenciesin conjunction with the

- department.
(9) The number type, and amount of penalties, fines, and other disciplinary

actions taken by theteensig-adtherities: department.
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(h) A detailed list of the petitions for regulatory relief or rulemaking changes

received by theheensig-adtherities department from licensees requesting modifications
of the enforcement of rules under this division.

(1) (1) For thefirst publication of the reports, theteersig-adthorities department
shall provide ajoint report to the Legislature regarding the state of the cannabis market
in California. This report shall identify any statutory or regulatory changes necessary
to ensure that the implementation of this division does not do any of the following:

(A) Allow unreasonabl e restraints on competition by creation or maintenance
of unlawful monopoly power.

(B) Perpetuate the presence of anillegal market for cannabis or cannabis products
in the state or out of the state.

(C) Encourage underage use or adult abuse of cannabis or cannabis products, or
illegal diversion of cannabis or cannabis products out of the state.

(D) Result in an excessive concentration of licenseesin a given city, county, or
both.

(E) Present an unreasonabl e risk of minors being exposed to cannabisor cannabis
products.

(F) Result in violations of any environmental protection laws.

(2) For purposes of this subdivision, “excessive concentration” means when the
premises for aretail license, microbusiness license, or alicense issued under Section
26070.5 islocated in an area where either of the following conditions exist:

(A) Theratio of licenseesto population in a census tract or census division
exceeds the ratio of licensees to population in the county in which the census tract or
census division is located, unless reduction of that ratio would unduly limit the
development of the legal market so as to perpetuate the illegal market for cannabis or
cannabis products.

(B) Theratio of retail licenses, microbusinesslicenses, or licenses under Section
26070.5 to population in the censustract, division, or jurisdiction exceedsthat allowable
by local ordinance adopted under Section 26200.

SEC. 80. Section 26190.5 of the Business and Professions Code is amended to
read:

26190.5. The-buread department shall contract with the California Cannabis
Research Program, known asthe Center for Medicinal Cannabis Research, and formerly
known as the California Marijuana Research Program, authorized pursuant to Section
11362.9 of the Health and Safety Code, to develop a study that identifies the impact
that cannabis has on motor skills.

SEC. 81. Section 26191 of the Business and Professions Code is amended to
read:

26191. (a) Commencing January 1,-2019; 2022, and by January 1 triennially
thereafter, the Office of State Audits and Evaluations within the Department of Finance
shall conduct a performance audit of thebureaw’s department’s activities under this
division, and shall report its findings to the-buread_department and the L egislature by
July 1 of that same year. The report shall include, but not be limited to, the following:

(1) The actual costs of the program.

(2) The overall effectiveness of enforcement programs.

(3) Any report submitted pursuant to this section shall be submitted in compliance
with Section 9795 of the Government Code.
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(b) The Legidlature shall provide sufficient funds to the Department of Finance
to conduct the triennial audit required by this section.

SEC. 82. Section 26200 of the Business and Professions Code is amended to
read:

26200. (@) (1) Thisdivision shall not be interpreted to supersede or limit the
authority of alocal jurisdiction to adopt and enforce local ordinances to regulate
businesses licensed under this division, including, but not limited to, local zoning and
land use requirements, business license requirements, and requirements related to
reducing exposure to secondhand smoke, or to completely prohibit the establishment
or operation of one or more types of businesses licensed under this division within the
local jurisdiction.

(2) Thisdivision shall not be interpreted to supersede or limit existing local
authority for law enforcement activity, enforcement of local zoning requirements or
local ordinances, or enforcement of local license, permit, or other authorization
requirements.

(b) Thisdivision shall not be interpreted to require-ateensing-adtherity the
department to undertake local law enforcement responsibilities, enforce local zoning
requirements, or enforcelocal licensing, permitting, or other authorization requirements.

(c) A local jurisdiction shall notify the-buread department upon revocation of
any local license, permit, or authorization for alicensee to engage in commercial
cannabis activity within thelocal jurisdiction.Withir-10-daysof-netificationthe buread
shatHnferm-theretevantteensing-adthertties: Within 60 days of being sotrfermed

informed, the department shall begin
the process to determine whether alicense issued to the licensee should be suspended
or revoked pursuant to Chapter 3 (commencing with Section 26030).

(d) For facilitiesissued a state license that are located within the incorporated
area of acity, the city shall have full power and authority to enforce this division and
the regulations promulgated by the-buread-or-any-Heenshg-adthority; department, if
delegated by the state. Notwithstanding Sections 101375, 101400, and 101405 of the
Health and Safety Code or any contract entered into pursuant thereto, or any other law,
the city shall assume complete responsibility for any regulatory function pursuant to
this division within the city limits that would otherwise be performed by the county
or any county officer or employee, including a county health officer, without liability,
cost, or expense to the county.

(e) (1) Thisdivision does not prohibit the issuance of a state temporary event
license to alicensee authorizing onsite cannabis sales to, and consumption by, persons
21 years of age or older at a county fair event, district agricultural association event,
or at another venue expressly approved by alocal jurisdiction for the purpose of holding
temporary events of this nature, provided that the activities, at a minimum, comply
with all the following:

(A) The requirements of paragraphs (1) to (3), inclusive, of subdivision (g).

(B) All participants who are engaged in the onsite retail sale of cannabis or
cannabis products at the event are licensed under thisdivision to engagein that activity.

(C) The activities are otherwise consistent with regulations promulgated and
adopted by the-buread department governing state temporary event licenses.

(D) A state temporary event license shall only beissued in local jurisdictions
that authorize such events.
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(E) A licensee who submits an application for a state temporary event license
shall, 60 days before the event, provide to theburead department alist of all licensees
that will be providing onsite sales of cannabis or cannabis products at the event. If any
changes occur in that list, the licensee shall provide the-buread department with afina
updated list to reflect those changes. A person shall not engage in the onsiteretail sale
of cannabis or cannabis products, or in any way participate in the event, who is not
included in the list, including any updates, provided to theburead: department.

(2) Theburead department may impose acivil penalty on any person who violates
this subdivision, or any regulations adopted by the-buread_department governing state
temporary event licenses, in an amount up to three times the amount of the license fee
for each violation, consistent with Sections 26018 and 26038.

(3) Theburead department may require the event and all participants to cease
operations without delay if in the opinion of thedburead department or local law
enforcement it is necessary to protect the immediate public health and safety of the
people of the state. The-buread department may also require the event organizer to
immediately expel from the event any participant selling cannabis or cannabis products
without a license from the-buread department that authorizes the participant to sell
cannabis or cannabis products. If the unlicensed participant does not leave the event,
thedburead department may require the event and all participants to cease operations
immediately.

(4) The order by theburead department for the event to cease operations pursuant
to paragraph (3) does not entitle the event organizer or any participant in the event to
a hearing or an appeal of the decision. Chapter 3 (commencing with Section 490) of
Division 1.5 and Chapter 4 (commencing with Section 26040) of this division shall
not apply to the order by theburead department for the event to cease operations
pursuant to paragraph (3).

(5) The smoking of cannabis or cannabis products at temporary events authorized
pursuant to this subdivision is prohibited in locations where smoking is prohibited. For
purposes of this section, “smoking” has the same meaning as defined in subdivision
(c) of Section 22950.5.

(f) Thisdivision, or any regulations promulgated thereunder, shall not be deemed
to limit the authority or remedies of a city, county, or city and county under any
provision of law, including, but not limited to, Section 7 of Article X1 of the California
Constitution.

(9) Notwithstanding paragraph (1) of subdivision (a) of Section 11362.3 of the
Health and Safety Code, alocal jurisdiction may alow for the smoking, vaporizing,
and ingesting of cannabis or cannabis products on the premises of aretailer or
microbusiness licensed under thisdivision if al of the following are met:

(1) Access to the area where cannabis consumption is allowed is restricted to
persons 21 years of age or older.

(2) Cannabis consumption is not visible from any public place or
nonage-restricted area.

(3) Sale or consumption of acohol or tobacco is not alowed on the premises.

(h) Thisdivision shall not be interpreted to supersede Section 6404.5 of the
Labor Code.

SEC. 83. Section 26202 of the Business and Professions Code is amended to
read:
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26202. (a) A local jurisdiction may enforce this division and the regulations

promulgated by-any-Heenrsg-adthority the department if delegated the power to do
so by thetieensing-abtherity-_department.

(b) Atieensing-adtherity-The department shall implement the delegation of
enforcement authority in subdivision (@) through an agreement between th
adtherity department and the local jurisdiction to which enforcement authority isto be
delegated.

SEC. 84. Section 26210 of the Business and Professions Code is amended to
read:

26210. (a) The Marijuana Control Fund, formerly known as the Medical
Cannabis Regulation and Safety Act Fund and the Medical Marijuana Regulation and
Safety Act Fund, is hereby renamed the Cannabis Control Fund. Notwithstanding
Section 16305.7 of the Government Code, the fund shall include any interest and
dividends earned on moneys in the fund.

(b) Upon the effective date of this section, whenever “Marijuana Control Fund,”
“Medical CannabisRegulation and Safety Act Fund,” or “Medical Marijuana Regulation
and Safety Act Fund” appears in any statute, regulation, or contract, or in any other
code, it shall be construed to refer to the Cannabis Control Fund.

(c) Any General Fund or special fund loan that was used to establish and support
theregulatory activities of the state licensing entities pursuant to former Section 19351
shall be repaid by theinitial proceeds from fees collected pursuant to this division or
any rule or regulation adopted pursuant to this division, by January 1, 2022. Should
theinitial proceeds from fees not be sufficient to repay the loan, moneys from the
Cannabis Fines and PenaltiesAccount shall be made available to the-bureat; department,
by appropriation of the Legisature, to repay the loan.

(d) Except as otherwise provided, all moneys collected pursuant to thisdivision
asaresult of fines or penaltiesimposed under this division shall be deposited directly
into the Cannabi s Fines and Penalties A ccount, which ishereby continued in existence,
and shall be available, upon appropriation by the Legislature.

SEC. 85. Section 26210.5 of the Business and Professions Code is amended to
read:

26210.5. By July 1, 2018, the-buread; Bureau of Cannabis Contral, in
coordination with the Department of General Services, shall establish an office to
collect fees and taxes in the County of Humboldt, County of Trinity, or County of
Mendocino in order to ensure the safe payment and collection of cash in those counties.

SEC. 86. Section 26211 of the Business and Professions Code is amended to
read:

26211. (@) Fundsfor theinitial establishment and support of the regulatory
activities under this division, including the public information program described in
subdivision (c), and for the activities of the-State-Board-of-Eeuatization California
Department of Tax and Fee Administration under Part 14.5 (commencing with Section
34010) of Division 2 of the Revenue and Taxation Code until July 1, 2017, or until the
2017 Budget Act isenacted, whichever occurslater, shall be advanced from the General
Fund and shall be repaid by the initial proceeds from fees collected pursuant to this
division, any rule or regulation adopted pursuant to thisdivision, or revenues collected
from the tax imposed by Sections 34011 and 34012 of the Revenue and Taxation Code,
by January 1, 2025.
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(1) Funds advanced pursuant to this subd|V|S|on shaII be appropnated to the

departmen as neces&ary to impl ement the pI’OVI aons of thls division, and to the—State
Beard-of Eauatizatten; California Department of Tax and FeeAdm|n|strat|on as
necessary, to implement the provisions of Part 14.5 (commencing with Section 34010)
of Division 2 of the Revenue and Taxation Code.

(2) Within 45 days of November 9, 2016, the date this section became operative:

(A) The Director of Finance shall determine an amount of the initial advance
from the General Fund to the Cannabis Control Fund that does not exceed thirty million
dollars ($30,000,000); and

(B) There shall be advanced a sum of five million dollars ($5,000,000) from the
General Fund to the State Department of Health Care Servicesto providefor the public
information program described in subdivision (c).

(b) Notwithstanding subdivision (a), the Legislature shall provide sufficient
fundsto the Cannabis Control Fund to support the activities of th
adtherities department under this division, and the California Department of Tax and
Fee Administration to support its activities under Part 14.5 (commencing with Section
34010) of Division 2 of the Revenue and Taxation Code. It is anticipated that this
funding will be provided annually beginning on July 1, 2017.

(c) The State Department of Health Care Services shall establish and implement
apublicinformation program no later than September 1, 2017. This public information
program shall, at aminimum, describe the provisions of the Control, Regulate and Tax
Adult Use of MarijuanaAct of 2016, the scientific basis for restricting access of
cannabis and cannabis products to persons under the age of 21 years, describe the
penalties for providing access to cannabis and cannabis products to persons under the
age of 21 years, provide information regarding the dangers of driving amotor vehicle,
boat, vessel, aircraft, or other vehicle used for transportation while impaired from
cannabis use, the potential harms of using cannabis while pregnant or breastfeeding,
and the potential harms of overusing cannabis or cannabis products.

SEC. 87. Section 26223 of the Business and Professions Code is amended to
read:

26223. (a) Three or more natural persons, who are engaged in the cultivation
of any cannabis product, may form an association pursuant to this chapter for the
purpose of engaging in any activity in connection with any of the following:

(1) Thecultivation, marketing, or selling of the cannabis products of its members.

(2) The growing, harvesting, curing, drying, trimming, packing, grading, storing,
or handling of any product of its members.

(3) The manufacturing, selling, or supplying to its members of machinery,
equipment, or supplies.

(4) The financing of the activities that are specified by this section.

(b) Members of a cannabis cooperative shall be disclosed to thetieensing
adtherity department before the application is processed.

(c) Members of a cannabis cooperative formed pursuant to this chapter shall be
limited to cultivators who only hold asingle Type 1 or Type 2 license.

(d) Collectively, members of a cannabis cooperative shall not grow more than
four acres of total canopy size of cultivation throughout the state during the period that
the respective licensees are valid.
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(e) No member of acooperative formed pursuant to this section shall belicensed
to operate a cannabis business in another state or country.

SEC. 88. Section 26240 of the Business and Professions Code is amended to
read:

26240. For purposes of this chapter, the following definitions apply:

(a) “Eligible local jurisdiction” means alocal jurisdiction that demonstrates an
intent to develop alocal program or that has adopted or operatesalocal equity program.

(b) “Equity assessment” means an assessment conducted by thelocal jurisdiction
that was used to inform the creation of alocal equity program, and that assessment
may include the following:

(1) Referenceto local historical rates of arrests or convictions for cannabis law
violations.

(2) Identification of the impacts that cannabis-related policies have had
historically on communities and popul ations within that local jurisdiction.

(3) Other information that demonstrates how individuals and communitieswithin
the local jurisdiction have been disproportionately or negatively impacted by the War
on Drugs.

(c) “Local equity applicant” means an applicant who has submitted, or will
submit, an application to alocal jurisdiction to engagein commercial cannabisactivity
within the jurisdictional boundaries of that jurisdiction and who meets the requirements
of that jurisdiction’s local equity program.

(d) “Local equity licensee” means a person who has obtained a license from a
local jurisdiction to engage in commercia cannabis activity within the jurisdictional
boundaries of that jurisdiction and who meets the requirements of that jurisdiction’s
local equity program.

(e) “Local equity program” means a program adopted or operated by alocal
jurisdiction that focuses on inclusion and support of individuals and communitiesin
Cdlifornia's cannabis industry who are linked to populations or neighborhoods that
were negatively or disproportionately impacted by cannabis criminalization as evidenced
by the local jurisdiction’s equity assessment. Local equity programs may include, but
are not limited to, the following types of services:

(1) Small business support services offering technical assistance or professional
and mentorship servicesto those persons from economically disadvantaged communities
that experience high rates of poverty or communities most harmed by cannabis
prohibition, determined by historically high rates of arrests or convictionsfor cannabis
law violations.

(2) Tiered fees or fee waivers for cannabis-related permits and licenses.

(3) Assistance in paying state regulatory and licensing fees.

(4) Assistance securing business locations prior to or during the application
process.

(5) Assistance securing capital investments or direct accessto capital.

(6) Assistance with regulatory compliance.

(7) Assistance in recruitment, training, and retention of a qualified and diverse
workforce, including transitional workers.

(8) Other services deemed by the-buread Governor’s Office of Business and
Economic Development to be consistent with the intent of this chapter.
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(f) “ Transitional worker” means aperson who, at thetime of starting employment
at the business premises, resides in a ZIP Code or census track areawith higher than
average unemployment, crime, or child death rates, and faces at |east one of the
following barriers to employment: (1) ishomeless; (2) isacustodial single parent; (3)
isreceiving public assistance; (4) lacksaGED or high school diploma; (5) hasacriminal
record or other involvement with the criminal justice system; (6) suffers from chronic
unemployment; (7) is emancipated from the foster care system; (8) is aveteran; or (9)
Isover 65 years of age and is financially compromised.

SEC. 89. Section 26242 of the Business and Professions Code is amended to
read:

26242. (&) Theburead department may provide technical assistance to alocal
equity program that helps local equity applicants or local equity licensees. When
determining whether to provide technical assistance, theburead department shall make
individual determinations based on the reasonableness of the request and available
resources.

(b) “Technical assistance” includes providing training and educational sessions
regarding state cannabislicensing and regulatory processes and requirementsto equity
applicants or equity licensees that are coordinated with the local equity program.

SEC. 90. Section 26244 of the Business and Professions Code is amended to
read:

26244. (a) (1) Aneligiblelocal jurisdiction may, in the form and manner
prescribed by the-bureat; Governor’s Office of Business and Economic Development,
submit an application to the-buread Governor’s Office of Business and Economic
Development for a grant to assist with the development of an equity program or to
assist local equity applicantsand local equity licenseesthrough that local jurisdiction’s
equity program.

(2) Ané€ligiblelocal jurisdiction that has alocal equity program shall includein
its application submitted pursuant to paragraph (1) the equity assessment that was used
to inform the creation of the local equity program.

(3) Thebureaw Governor’s Office of Business and Economic Development shall
consider the following factors when reviewing an application:

(A) Whether the local jurisdiction isan eligible local jurisdiction.

(B) Whether the local jurisdiction has identified communities and populations
within that local jurisdiction that have been disproportionately or negatively impacted
by arrests and convictions for cannabis law violations and has demonstrated a nexus
between the individuals served through the local equity program and the communities
and populations identified by the local jurisdiction.

(C) Whether thelocal jurisdiction has adopted or operatesalocal equity program,
and, if so, the-buread Governor’'s Office of Business and Economic Development shall
consider the following:

(i) How long the local jurisdiction has operated the program.

(if) The outcomes of the program.

(D) Whether the local jurisdiction has demonstrated the ability to provide, or
created a plan to provide, the services identified in subdivision (b).

(E) Whether the local jurisdiction has demonstrated a financial commitment to
the implementation and administration of the program.
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(F) Whether the local jurisdiction has demonstrated a commitment to remove,
or has taken steps to remove, local barriers to entering the legal cannabis market for
local equity applicants and local equity licensees, including, but not limited to,
developing alocal regulatory framework that facilitates an equitable and economically
just industry.

(G) The number of existing and potential local equity applicantsand local equity
licensees in the local jurisdiction.

(H) Any additional relevant and reasonabl e criteriatheburead Governor’s Office
of Business and Economic Development deems necessary.

(4) Theburead Governor’s Office of Business and Economic Development shall
grant funding to an eligible local jurisdiction based on the eligible local jurisdiction’s
compliance with paragraph (2), if applicable, and itsreview of thefactorsin paragraph
3.

(b) (1) An€ligiblelocal jurisdiction that receives agrant pursuant to subdivision
(a) shall use grant funds to do either of the following:

(A) Assist the local jurisdiction in the development of alocal equity program.

(B) Assist local equity applicantsor local equity licenseesin that local jurisdiction
to gain entry to, and to successfully operate in, the state's regulated cannabis
marketplace.

(2) For purposes of this subdivision, “assist” includes, but is not limited to, any
of the following methods:

(A) To provide a low-interest or no-interest loan or agrant to alocal equity
applicant or local equity licensee to assist the applicant or licensee with startup and
ongoing costs. For purposes of this paragraph, “ startup and ongoing costs’ include,
but are not limited to, the following:

(i) Rent.

(i) Leases.

(i) Local and state application, licensing, and regulatory fees.

(iv) Legal assistance.

(v) Regulatory compliance.

(vi) Testing of cannabis.

(vii) Furniture.

(viii) Fixtures and equipment.

(ix) Capital improvements.

(x) Training and retention of a qualified and diverse workforce.

(B) To support local equity program effortsto provide sources of capital to local
equity applicants and local equity licensees.

(C) To provide or fund direct technical assistance to local equity applicants and
local equity licensees.

(D) To assist in the development or administration of local equity programs.

(E) To fund the creation of an equity assessment to inform the development of
alocal equity program.

(c) Anéligiblelocal jurisdiction that receives agrant pursuant to subdivision (a)
shall, on or before January 1 of the year following receipt of the grant and annually
thereafter for each year that grant funds are expended, submit an annual report to the
buread Governor’s Office of Business and Economic Development that includes all
of the following information:
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(1) How the local jurisdiction disbursed grant funds.

(2) How the local jurisdiction identified local equity applicants or local equity
licensees, including how the local jurisdiction determines who qualifies asalocal
equity applicant or local equity licensee.

(3) The number of local equity applicants and local equity licensees that were
served by the grant funds.

(4) Aggregate demographic data on equity applicants, equity licensees, and all
other applicants and licensees in the jurisdiction, including, but not limited to, race,
ethnicity, gender, sexual orientation, income level, education level, prior convictions,
and veteran status. Thisinformation will be consolidated and reported without the
individual’s identifying information.

(5) If thelocal jurisdiction requires equity applicantsto become eligible through
specific ownership percentages, abreakdown of equity applicants and equity licensees
business ownership types and percentages of ownership.

(6) Other information that the-buread Governor's Office of Business and
Economic Development deems necessary to eval uate the outcomes of the program
consistent with the intent of this chapter and that was specified in the grant agreement
between the-buread_Governor’s Office of Business and Economic Devel opment and

the local jurisdiction.

(d) An eligible local jurisdiction that receives a grant pursuant to this section
shall use no more than 10 percent of the state grant for administration, including
empl oy| ng staff or hiri ng consultants to administer grants and the program

(e) The Governor’s Office of Business and Economic Development may review,
adopt, amend, and repeal guidelines to implement uniform standards, criteria,
requirements, or forms that supplement or clarify the terms, references, or standards
set forth in this section and Section 26240. The adoption, amendment, or repeal of a
guideline, term, or standard authorized by this subdivision is hereby exempted from
the rulemaking provisions of the Administrative Procedure Act (Chapter 3.5
(commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the Government
Code).

SEC. 91. ' Section 26246 of the Business and Professions Code is amended to
read:

26246. (a) To facilitate greater equity in business ownershl p and employment
in the cannabis market, the

: deDartment shall serve

as apoint of contact for local equity programs.

(b) On or beforeduhy-1,-2019;pubhsh January 1, 2022, the Governor’s Office
of Business and Economic Development shall publish on its internet website local
equity ordinancesthat have been enacted by thelegidative body of the respective local
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jurisdiction, and model local equity ordinances created by advocacy groups and-experts
te-the-bureatrsaternet-website: experts. Advocacy groups and experts may include,
but are not limited to, minority business owners and entrepreneurs, organi zations with
expertise in addressing barriers to employment and licensure for low-income
communities or persons with prior arrests or convictions, and unions representing
cannabis workers.

(c) To the extent feasible, the department and the Governor’s Office of Business
and Economic Development shall coordinate with the relevant local jurisdictions to
carry out the responsibilities described in this section.

SEC. 92. Section 26248 of the Business and Professions Code is amended to
read:

26248. (a) On or before July 1,-2020; 2021, and annually thereafter, the-buread
Governor's Office of Business and Economic Development shall submit areport to
the Legislature regarding the progress of local equity programs that have received
funding pursuant to Section 26244.

(b) The report shall include, but is not limited to, the following information:

(1) Theloca jurisdictions that have enacted local equity programs.

(2) A copy of the equity assessment and equity program description of each local
jurisdiction that applied for grant funding pursuant to Section 26244.

(3) The number of local equity applicants and general applicants applying for
and receiving licensesin the jurisdictions that received grants pursuant to Section
26244.

(4) Information collected pursuant to subdivision (c) of Section 26244.

(c) Theburean Governor’s Office of Business and Economic Development shall
post the report required by this section on its internet website.

(d) The report required by this section shall be submitted in compliance with
Section 9795 of the Government Code, and shall apply notwithstanding Section 10231.5
of the Government Code.

SEC. 93. Section 26249 of the Business and Professions Code is amended to
read:

26249. (a) Notwithstanding Sections 26012 and 26180, on or before January
1, 2021,-ateensing-adtherity the department shall develop and implement a program
to provide adeferral or waiver for an application fee, alicensing fee, or renewal fee
otherwise required by thisdivision for aneeds-based applicant or needs-based licensee.

(b) (1) At least 60 percent of thetotal dollar amount of deferrals of fees pursuant
to the program developed and implemented by-atieensingatherity the department
pursuant to subdivision () shall be alocated to the deferral of feesfor local equity
applicants and licensees.

(2) At least 60 percent of the total dollar amount of waivers of fees pursuant to
the program developed and implemented by-ateensing-adtherity the department
pursuant to subdivision (a) shall be alocated to the waiver of feesfor local equity
applicants and licensees.

(c) A-tieensing-adtherity-The department may adopt emergency regulations to
implement this section. The adoption, amendment, repeal, or readoption of aregulation
authorized by this section is deemed to address an emergency, for purposes of Sections
11346.1 and 11349.6 of the Government Code, and th
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department is hereby exempted from the requirements of subdivision (b) of Section
11346.1 of the Government Code.

(d) The operation of this section is contingent upon an appropriation in the annual
Budget Act or another statute for purposes of this section.

SEC. 94. Section 26260 of the Business and Professions Code is amended to
read:

26260. (a) An entity that receives deposits, extends credit, conducts fund
transfers, transports cash or financial instruments, or provides other financial services
does not commit acrime under any Californialaw, including Chapter 10 (commencing
with Section 186.9) of Title 7 of Part 1 of the Penal Code, solely by virtue of the fact
that the person receiving the benefit of any of those services engages in commercial
cannabis activity as a licensee pursuant to this division.

(b) (1) A person licensed to engage in commercial cannabis activity pursuant to
this division may request in writing that-a-state-er the department, alocal licensing
authority, a state or local agency, or_ajoint powers authority share the person’s
application, license, and other regulatory and financial information with afinancial
institution of the person’s designation. The person shall includein that written request
awaiver authorizing the transfer of that information and waiving any confidentiality
or privilege that applies to that information.

(2) Notwithstanding any other law that might proscribe the disclosure of
application, licensee, and other regulatory and financial information, upon receipt of
awritten request and waiver pursuant to paragraph (1),-a-state-or the department, a
local licensing authority, a state or local agency, or_ajoint powers authority may share
application, licensee, and other regulatory and financial information with the financial
institution designated by the licensee in that request for the purpose of facilitating the
provision of financial servicesfor that licensee.

(3) A personwho providesawaiver may withdraw that waiver at any time. Upon
receipt of the withdrawal, the-state-or_department, local licensing authority, state or
local agency, or joint powers authority shall cease to share application, licensee, or
other regulatory or financia information with the financial institution.

(c) For purposes of this section, all of the following definitions apply:

(1) “Application, licensee, and other regulatory and financial information”
includes, but is not limited to, information in the track and trace system established
pursuant to Sections 26067 and 26068.

(2) “Entity” means afinancial institution as defined in this section, an armored
car service licensed by the Department of the California Highway Patrol pursuant to
Section 2510 of the Vehicle Code that has been contracted by afinancial institution,
or aperson providing financial services to persons licensed to engage in commercial
cannabis activity pursuant to thisdivision.

(3) “Financial institutions” means a licensee defined in Section 185 of the
Financial Code.

(4) “Firm” has the same meaning as in Section 5035.1.

(5) “Joint powers authority” is one formed pursuant to Chapter 5 (commencing
with Section 6500) of Division 7 of Title 1 of the Government Code.

(6) “ State or local agency” has the same meaning as in Section 50001 of the
Government Code.
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(d) Anindividual or firm, that practices public accounting pursuant to Chapter
1 (commencing with Section 5000) of Division 3, does not commit a crime under
Cdlifornialaw solely for providing professional accounting services as specified to
persons licensed to engage in commercia cannabis activity pursuant to this division.

(e) This section shall be construed to refer only to the disclosure of information
by-a-state-er the department, alocal licensing authority, a state or local agency, or_ a
joint powers authority reasonably necessary to facilitate the provision of financial
services for the licensee making arequest pursuant to this section. Nothing in this
section shall be construed to authorize the disclosure of confidential or privileged
information, nor waive a licensee's rights to assert confidentiality or privilege, except
to afinancia institution as provided herein and except as reasonably necessary to
facilitate the provision of financial services for the licensee making the request.

SEC. 95. Section 1602 of the Fish and Game Code is amended to read:

1602. (a) Anentity shall not substantially divert or obstruct the natural flow
of, or substantially change or use any material from the bed, channel, or bank of, any
river, stream, or lake, or deposit or dispose of debris, waste, or other material containing
crumbled, flaked, or ground pavement where it may pass into any river, stream, or
lake, unless al of the following occur:

(1) The department receives written notification regarding the activity in the
manner prescribed by the department. The notification shall include, but is not limited
to, all of the following:

(A) A detailed description of the project’s location and a map.

(B) The name, if any, of the river, stream, or lake affected.

(C) A detailed project description, including, but not limited to, construction
plans and drawings, if applicable.

(D) A copy of any document prepared pursuant to Division 13 (commencing
with Section 21000) of the Public Resources Code.

(E) A copy of any other applicable local, state, or federal permit or agreement
already issued.

(F) Any other information required by the department.

(2) The department determines the notification is complete in accordance with
Chapter 4.5 (commencing with Section 65920) of Division 1 of Title 7 of the
Government Code, irrespective of whether the activity constitutes a devel opment
project for the purposes of that chapter.

(3) The entity pays the applicable fees, pursuant to Section 16009.

(4) One of the following occurs:

(A) (i) The department informs the entity, in writing, that the activity will not
substantially adversely affect an existing fish or wildlife resource, and that the entity
may commence the activity without an agreement, if the entity conducts the activity
as described in the notification, including any measures in the notification that are
intended to protect fish and wildlife resources.

(if) Each region of the department shall log the notifications of activities where
no agreement is required. The log shall list the date the notification was received by
the department, a brief description of the proposed activity, and the location of the
activity. Each item shall remain on the log for one year. Upon written request by any
person, aregional office shall send the log to that person monthly for one year. A
request made pursuant to this clause may be renewed annually.
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(B) The department determines that the activity may substantially adversely
affect an existing fish or wildlife resource and issues afinal agreement to the entity
that includes reasonable measures necessary to protect the resource, and the entity
conducts the activity in accordance with the agreement.

(C) A panel of arbitratorsissues afinal agreement to the entity in accordance
with subdivision (b) of Section 1603, and the entity conductsthe activity in accordance
with the agreement.

(D) The department does not issue adraft agreement to the entity within 60 days
from the date notification is compl ete, and the entity conducts the activity as described
in the notification, including any measuresin the notification that are intended to protect
fish and wildlife resources.

(b) (1) If an activity involves the routine maintenance and operation of water
supply, drainage, flood control, or waste treatment and disposal facilities, notice to and
agreement with the department shall not be required after the initial notification and
agreement, unless the department determines either of the following:

(A) Thework described in the agreement has substantially changed.

(B) Conditions affecting fish and wildlife resources have substantially changed,
and those resources are adversely affected by the activity conducted under the
agreement.

(2) Thissubdivision appliesonly if notice to, and agreement with, the department
was attained prior to January 1, 1977, and the department has been provided a copy of
the agreement or other proof of the existence of the agreement that satisfies the
department, if requested.

(c) Notwithstanding subdivision (@), the department is not required to determine
whether the notification is complete or otherwise process the notification until the
department has received the applicable fees.

(d) (1) Notwithstanding subdivision (a), an entity shall not be required to obtain
an agreement with the department pursuant to this chapter for activities authorized by
alicense or renewed license for cannabis cultivation issued by the Department of-Feed

i Cannabis Control for the term of the license or renewed license if all
of the following occur:

(A) The entity submits all of the following to the department:

(i) The written notification described in paragraph (1) of subdivision (a).

(i1) A copy of the license or renewed license for cannabis cultivation issued by
the Department of Feed-anrdAgrieatture Cannabis Control that includesthe requirements
specified in Section 26060.1 of the Business and Professions Code.

(iii) The fee specified in paragraph (3) of subdivision (a).

(B) The department determinesin its sole discretion that compliance with the
requirements specified in Section 26060.1 of the Business and Professions Code that
are included in the license will adequately protect existing fish and wildlife resources
that may be substantially adversely affected by the cultivation without the need for
additional measures that the department would include in a draft streambed alteration
agreement in accordance with Section 1603.

(C) The department notifies the entity in writing that the exemption applies to
the cultivation authorized by the license or renewed license.
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(2) The department shall notify the entity in writing whether the exemption in
paragraph (1) applies to the cultivation authorized by the license or renewed license
within 60 daysfrom the date that the notification is compl ete and the fee has been paid.

(3) If an entity receives an exemption pursuant to this subdivision and fails to
comply with any of the requirements described in Section 26060.1 of the Business and
Professions Codethat areincluded in the license, thefailure shall constitute aviolation
under this section, and the department shall notify the Department of-Feed-and

Cannabis Control of any enforcement action taken.

(e) It isunlawful for any entity to violate this chapter.

SEC. 96. Section 12029 of the Fish and Game Code is amended to read:

12029. (@) The Legislature finds and declares all of the following:

(1) The environmental impacts associated with cannabis cultivation have
increased, and unlawful water diversions for cannabis irrigation have a detrimental
effect on fish and wildlife and their habitat, which are held in trust by the state for the
benefit of the people of the state.

(2) The remediation of existing cannabis cultivation sites is often complex and
the permitting of these sites requires greater department staff time and personnel
expenditures. The potential for cannabis cultivation sites to significantly impact the
state's fish and wildlife resources requires immediate action on the part of the
department’s lake and streambed alteration permitting staff.

(b) In order to address unlawful water diversions and other violations of the Fish
and Game Code associated with cannabis cultivation, the department shall establish
the watershed enforcement program to facilitate the investigation, enforcement, and
prosecution of these offenses.

(c) The department, in coordination with the State Water Resources Control
Board and the Department of-Feed-and-Agriedtture,_ Cannabis Control, shall establish
a permanent multiagency task force to address the environmental impacts of cannabis
cultivation. The multiagency task force, to the extent feasible and subject to available
resources, shall expand its enforcement efforts on a statewide level to ensure the
reduction of adverse impacts of cannabis cultivation on fish and wildlife and their
habitats throughout the state.

(d) In order to facilitate the remediation and permitting of cannabis cultivation
sites, the department may adopt regulations to enhance the fees on any entity subject
to Section 1602 for cannabis cultivation sitesthat require remediation. The fee schedule
established pursuant to this subdivision shall not exceed the feelimitsin Section 1609.

SEC. 97. Section 52452 of the Food and Agricultural Code isamended to read:

52452. (a) Except as otherwise provided in Section 52454, each container of
agricultural seed that isfor sale or sold within this state for sowing purposes shall bear
upon it or have attached to it in a conspicuous place a plainly written or printed label
or tag in the English language that includes all of the following information:

(1) The commonly accepted name of the kind, kind and variety, or kind and type
of each agricultural seed component in excess of 5 percent of the whole, and the
percentage by weight of each. If the aggregate of agricultural seed components, each
present in an amount not exceeding 5 percent of the whole, exceeds 10 percent of the
whole, each component in excess of 1 percent of the whole shall be named together
with the percentage by weight of each. If more than one component is required to be
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named, the names of all components shall be shown in letters of the same type and
size.

(2) The lot number or other lot identification.

(3) The percentage by weight of all weed seeds.

(4) The name and approximate number of each kind of restricted noxious weed
seed per pound.

(5) The percentage by weight of any agricultural seed except that whichis
required to be named on the label.

(6) The percentage by weight of inert matter. If apercentage by weight isrequired
to be shown by any provision of this section, that percentage shall be exclusive of any
substance that is added to the seed as a coating and shown on the label as such.

(7) For each agricultural seed in excess of 5 percent of the whole, stated in
accordance with paragraph (1), the percentage of germination exclusive of hard seed,
the percentage of hard seed, if present, and the calendar month and year the test was
compl eted to determine the percentages. Following the statement of those percentages,
the additional statement “total germination and hard seed” may be stated.

(8) The name and address of the person who labeled the seed or of the person
who sells the seed within this state.

(b) Subdivision (a) does not apply in the following instances:

(1) Thesaeisan occasional sale of seed grain by the producer of the seed grain
to-hiser-her their neighbor for use by the purchaser within the county of production.

(2) Any cannabis seed, as defined in-sabelivisten{f)-ef Section-19366-526001
of the Business and Professions Code, sold or offered for sale in the state.

(c) All determinations of noxious weed seeds are subject to tolerances and
methods of determination prescribed in the regulations that are adopted pursuant to
this chapter.

(d) For purposes of this section, “neighbor” means a person who livesin close
proximity, not to exceed three miles, to another.

SEC. 98. Section 81006 of the Food and Agricultural Code isamended to read:

81006. Industrial Hemp Growth Limitations; Prohibitions; Imports; L aboratory
Testing.

(a) Except when grown by aregistered established agricultural researchinstitution
or aregistered hemp breeder, industrial hemp shall be grown in acreages of not less
than one-tenth of an acre at the same time.

(b) Clandestine cultivation of industrial hemp is prohibited. All plots shall have
adequate signage indicating they are industrial hemp.

(¢) Industrial hemp shall not be cultivated on a premises licensed by the
department Department of Cannabis Control to cultivate or process cannabis. Industrial
hemp, regardless of its THC content, that is cultivated on a premises licensed by the

Department of Cannabis Contral for cannabis cultivation shall be considered
cannabis as defined in-subdivision{H-of Section 26001 of the Business and Professions
Code and subject to licensing and regulatory requirements for cannabis pursuant to
Division 10 (commencing with Section 26000) of the Business and Professions Code.

(d) Industrial hemp shall include productsimported under the Harmonized Tariff
Schedule of the United States (2013) of the United States International Trade
Commission, including, but not limited to, hemp seed, per subheading 1207.99.03,
hemp oil, per subheading 1515.90.80, oilcake, per subheading 2306.90.01, true hemp,
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per heading 5302, true hemp yarn, per subheading 5308.20.00, and woven fabrics of
true hemp fibers, per subheading 5311.00.40.

(e) (1) Except when industrial hemp is grown by aregistered established
agricultural research institution and tested in accordance with an approved research
plan or by aregistered hemp breeder and tested in accordance with an approved variety
development plan, aregistrant that grows industrial hemp under this section shall,
before the harvest of each crop and as provided below, obtain alaboratory test report
indicating the THC levels of arandom sampling of the dried flowering tops of the
industrial hemp grown.

(2) Sampling shall occur no more than 30 days before harvest.

(3) The sample collected for THC testing shall be taken with the grower or hemp
breeder present. The department shall establish, by regulation, the sampling procedures,
including all of the following:

(A) The number of plantsto be sampled per field, and any composting of samples.

(B) The portions of the plant to be sampled.

(C) The plant parts to be included in a sample.

(D) Additional procedures as necessary to ensure accuracy and the sanitation of
samples and fields.

(4) The sample collected for THC testing shall be accompanied by theregistrant’s
proof of registration.

(5) The laboratory test report shall be issued by alaboratory approved by the
department, using a department-approved testing method. The testing method shall
use postdecarboxylation or similarly reliable methods for determining THC
concentration levels. The laboratory test report shall indicate the percentage
concentration of THC on adry-weight basis, indicate the date and location of samples
taken, and state the Global Positioning System coordinates and total acreage of the
crop. If the laboratory test report indicates a percentage concentration of THC that is
equal to or lessthan 0.3 percent, thewords“PASSED ASCALIFORNIA INDUSTRIAL
HEMP” shall appear at or near the top of the laboratory test report. If the laboratory
test report indicates a percentage concentration of THC that isgreater than 0.3 percent,
thewords“FAILED ASCALIFORNIA INDUSTRIAL HEMP” shall appear at or near
the top of the laboratory test report.

(6) If the laboratory test report indicates a percentage concentration of THC that
Isequal to or lessthan 0.3 percent, the laboratory shall provide the person who requested
the testing not less than 10 original copies signed by an employee authorized by the
laboratory and shall retain one or more original copies of the laboratory test report for
aminimum of two years from its date of sampling.

(7) If the laboratory test report indicates a percentage concentration of THC that
Is greater than 0.3 percent and does not exceed 1 percent, the registrant that grows
industrial hemp shall submit additional samples for testing of the industrial hemp
grown.

(8) A registrant that grows industrial hemp shall destroy the industrial hemp
grown upon receipt of afirst |aboratory test report indicating a percentage concentration
of THC that exceeds 1 percent or asecond laboratory test report pursuant to paragraph
(7) indicating a percentage concentration of THC that exceeds 0.3 percent but isless
than 1 percent. If the percentage concentration of THC exceeds 1 percent, the destruction
shall begin within 48 hours, and be completed within seven days, after receipt of the
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laboratory test report. If the percentage concentration of THC in the second laboratory
test report exceeds 0.3 percent but islessthan 1 percent, the destruction shall take place
as soon as practicable, but no later than 45 days after receipt of the second test report.

(9) A registrant that intendsto grow industrial hemp and who complieswith this
section shall not be prosecuted for the cultivation or possession of marijuanaasaresult
of alaboratory test report that indicates a percentage concentration of THC that is
greater than 0.3 percent but does not exceed 1 percent.

(10) A registered established agricultural research institution or aregistered
hemp breeder shall obtain laboratory results in accordance with its approved research
plan or variety development plan. The secretary may authorize aregistered established
agricultural research institution or hemp breeder to cultivate or possessindustrial hemp
with alaboratory test report that indicates a percentage concentration of THC that is
greater than 0.3 percent in accordance with its approved research plan or variety
development plan if that cultivation or possession contributes to the development of
types of industrial hemp that will comply with the 0.3 percent THC limit established
inthisdivision.

(11) A registrant that grows industrial hemp shall retain an original signed copy
of the laboratory test report for two years from its date of sampling, make an original
signed copy of thelaboratory test report availabl e to the department, the commissioner,
or law enforcement officials or their designees upon request, and shall provide an
original copy of the laboratory test report to each person purchasing, transporting, or
otherwise obtaining from the registrant that grows industrial hemp the fiber, oil, cake,
or seed, or any component of the seed, of the plant.

SEC. 99. Section 9147.7 of the Government Code is amended to read:

9147.7. (a) For the purpose of thissection, “ eligible agency” means any agency,
authority, board, bureau, commission, conservancy, council, department, division, or
office of state government, however denominated, excluding an agency that is
constitutionally created or an agency related to postsecondary education, for which a
date for repeal has been established by statute on or after January 1, 2011.

(b) The Joint Sunset Review Committee is hereby created to identify and
eliminate waste, duplication, and inefficiency in government agencies. The purpose
of the committeeisto conduct acomprehensive analysisover 15 years, and on aperiodic
basis thereafter, of every eligible agency to determine if the agency is still necessary
and cost effective.

(c) Each eligible agency scheduled for repeal shall submit to the committee, on
or before December 1 beforethe year it is set to be repeal ed, a complete agency report
covering the entire period since last reviewed, including, but not limited to, the
following:

(1) The purpose and necessity of the agency.

(2) A description of the agency budget, priorities, and job descriptions of
employees of the agency.

(3) Programs and projects under the direction of the agency.

(4) Measures of the success or failures of the agency and justifications for the
metrics used to evaluate successes and failures.

(5 Recommendations of the agency for changes or reorganization in order to
better fulfill its purpose.
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(d) The committee shall take public testimony and evaluate the eligible agency
before the date the agency is scheduled to be repealed. An eligible agency shall be
eliminated unlessthe L egislature enacts alaw to extend, consolidate, or reorganize the
eligible agency. An eligible agency shall not be extended in perpetuity unless
specifically exempted from the provisions of this section. The committee may
recommend that the L egislature extend the statutory sunset date for no more than one
year to alow the committee more time to evaluate the eligible agency.

(e) The committee shall be comprised of 10 members of the Legislature. The
Senate Committee on Rules shall appoint five members of the Senate to the committee,
not more than three of whom shall be members of the same political party. The Speaker
of the Assembly shall appoint five members of the Assembly to the committee, not
more than three of whom shall be members of the same political party. Members shall
be appointed within 15 days after the commencement of the regular session. Each
member of the committee who is appointed by the Senate Committee on Rules or the
Speaker of the Assembly shall serve during that committee member’s term of office
or until that committee member no longer isaMember of the Senate or the Assembly,
whichever isapplicable. A vacancy on the committee shall befilled in the same manner
asthe original appointment. Three Assembly Members and three Senators who are
members of the committee shall constitute a quorum for the conduct of committee
business. Members of the committee shall recelve no compensation for their work with
the committee.

(f) The committee shall meet not later than 30 days after the first day of the
regular session to choose a chairperson and to establish the schedulefor eigible agency
review provided for in the statutes governing the eligible agencies. The chairperson of
the committee shall alternate every two years between a Member of the Senate and a
Member of the Assembly, and the vice chairperson of the committee shall be amember
of the opposite house as the chairperson.

(g) This section shall not be construed to change the existing jurisdiction of the
budget or policy committees of the Legislature.

(h) This section does not apply to theBuread Department of Cannabis Control.

SEC. 100. Section 20391 of the Government Code is amended to read:

20391. “State peace officer/firefighter member” means:

(@) All personsin the Board of Parole Hearings, the Department of Consumer
Affairs, the Department of Cannabis Control, the Department of Devel opmental
Services, the Department of Health Care Services, the Department of Toxic Substances
Control, the California Horse Racing Board, the Department of Industrial Relations,
the Department of Insurance, the State Department of State Hospitals, the Department
of Motor Vehicles, the Department of Social Services employed with the class title of
Specia Investigator (Class Code 8553), Senior Specia Investigator (Class Code 8550),
and Investigator Assistant (Class Code 8554) who have been designated as peace
officers as defined in Sections 830.2 and 830.3 of the Pena Code.

(b) All personsin the Department of Alcoholic Beverage Control employed with
the classtitle Investigator Trainee, Alcoholic Beverage Control (Class Code 7553),
Investigator |, Alcoholic Beverage Control, Range A and B (Class Code 7554), and
Investigator 11, Alcoholic Beverage Control (Class Code 7555) who have been
designated as peace officers as defined in Sections 830.2 and 830.3 of the Penal Code.
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(c) All persons within the Department of Justice who are state employees as
defined in subdivision (c) of Section 3513 and who have been designated as peace
officers and performing investigative duties.

(d) All personsin the Department of Parks and Recreation employed with the
classtitle of Park Ranger (Intermittent) (Class Code 0984) who have been designated
as peace officers as defined in Sections 830.2 and 830.3 of the Penal Code.

(e) All personsin the Franchise Tax Board who have been designated as peace
officersin subdivision (s) of Section 830.3 of the Penal Code.

(f) A member who is employed in a position that is reclassified to state peace
officer/firefighter pursuant to this section may make an irrevocable election in writing
to remain subject to the service retirement benefit and the normal rate of contribution
applicable prior to reclassification by filing a notice of election with the board within
90 days of notification by the board. A member who so elects shall be subject to the
reduced benefit factors specified in Section 21353 or 21354.1, as applicable, only for
service included in the federal system.

SEC. 101. Section 11474 of the Health and Safety Code is amended to read:

11474. A court order for the destruction of controlled substances, instruments,
or paraphernaliapursuant to the provisions of Section 11473 or 11473.5 may be carried
out by a police or sheriff’s department, the Department of Justice, the Department of
the CaliforniaHighway Patrol, the Department of Cannabis Control, or the Department
of Alcoholic Beverage Control. The court order shall specify the agency responsible
for the destruction. Controlled substances, instruments, or paraphernalianot in the
possession of the designated agency at the time the order of the court isissued shall
be delivered to the designated agency for destruction in compliance with the order.

SEC. 102. Section 830.2 of the Penal Code is amended to read:

830.2. Thefollowing persons are peace officers whose authority extendsto any
place in the state:

(&) Any member of the Department of the California Highway Patrol including
those members designated under subdivision (a) of Section 2250.1 of theVehicle Code,
provided that the primary duty of the peace officer is the enforcement of any law
relating to the use or operation of vehicles upon the highways, or laws pertaining to
the provision of police servicesfor the protection of state officers, state properties, and
the occupants of state properties, or both, as set forth in the Vehicle Code and
Government Code.

(b) A member of the University of California Police Department appointed
pursuant to Section 92600 of the Education Code, provided that the primary duty of
the peace officer shall bethe enforcement of the law within the area specified in Section
92600 of the Education Code.

(c) A member of the California State University Police Departments appointed
pursuant to Section 89560 of the Education Code, provided that the primary duty of
the peace officer shall be the enforcement of the law within the areaspecifiedin Section
89560 of the Education Code.

(d) (1) Any member of the Office of Correctional Safety of the Department of
Corrections and Rehabilitation, provided that the primary duties of the peace officer
shall betheinvestigation or apprehension of inmates, wards, parolees, paroleviolators,
or escapees from state institutions, the transportation of those persons, theinvestigation
of any violation of criminal law discovered while performing the usual and authorized
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duties of employment, and the coordination of those activities with other criminal
justice agencies.

(2) Any member of the Office of Internal Affairsof the Department of Corrections
and Rehabilitation, provided that the primary duties shall be criminal investigations
of Department of Corrections and Rehabilitation personnel and the coordination of
those activities with other criminal justice agencies. For purposes of this subdivision,
the member of the Office of Internal Affairs shall possess certification from the
Commission on Peace Officer Standards and Training for investigators, or have
completed training pursuant to Section 6126.1.

(e) Employees of the Department of Fish and Game designated by the director,
provided that the primary duty of those peace officers shall be the enforcement of the
law as set forth in Section 856 of the Fish and Game Code.

(f) Employees of the Department of Parks and Recreation designated by the
director pursuant to Section 5008 of the Public Resources Code, provided that the
primary duty of the peace officer shall be the enforcement of the law as set forth in
Section 5008 of the Public Resources Code.

(g) The Director of Forestry and Fire Protection and employees or classes of
employees of the Department of Forestry and Fire Protection designated by the director
pursuant to Section 4156 of the Public Resources Code, provided that the primary duty
of the peace officer shall be the enforcement of the law as that duty is set forth in
Section 4156 of the Public Resources Code.

(h) Persons employed by the Department of Alcoholic Beverage Control for the
enforcement of Division 9 (commencing with Section 23000) of the Business and
Professions Code and designated by the Director of Alcoholic Beverage Contral,
provided that the primary duty of any of these peace officers shall be the enforcement
of the laws relating to alcoholic beverages, as that duty is set forth in Section 25755
of the Business and Professions Code.

(i) Marshals and police appointed by the Board of Directors of the California
Exposition and State Fair pursuant to Section 3332 of the Food and Agricultural Code,
provided that the primary duty of the peace officers shall be the enforcement of the
law as prescribed in that section.

(j) Persons employed by the-Buread Department of Cannabis Control for the
enforcement of Division 10 (commencing with Section 26000) of the Business and
Professions Code and designated by the Director of-Censumer-of- Affairs; the
Department of Cannabis Control, provided that the primary duty of any of these peace
officers shall be the enforcement of the laws as that duty is set forth in Section 26015
of the Business and Professions Code.

SEC. 103. Section 830.11 of the Penal Code is amended to read:

830.11. (@) The following persons are not peace officers but may exercise the
powers of arrest of a peace officer as specified in Section 836 and the power to serve
warrants as specified in Sections 1523 and 1530 during the course and within the scope
of their employment, if they receive a course in the exercise of those powers pursuant
to Section 832. The authority and powers of the persons designated under this section
extend to any place in the state:

(1) A person employed by the Department of Business Oversight designated by
the Commissioner of Business Oversight, provided that the person’s primary duty is
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the enforcement of, and investigations relating to, the provisions of law administered
by the Commissioner of Business Oversight.

(2) A person employed by the Bureau of Real Estate designated by the Real
Estate Commissioner, provided that the person’s primary duty is the enforcement of
the laws set forth in Part 1 (commencing with Section 10000) and Part 2 (commencing
with Section 11000) of Division 4 of the Business and Professions Code. The Real
Estate Commissioner may designate aperson under this section who, at the time of-his
or-her their designation, isassigned to the Special Investigations Unit, internally known
asthe Crisis Response Team.

(3) A person employed by the State Lands Commission designated by the
executive officer, provided that the person’s primary duty is the enforcement of the
law relating to the duties of the State Lands Commission.

(4) A person employed as an investigator of the Investigations Bureau of the
Department of Insurance, who is designated by the Chief of the Investigations Bureau,
provided that the person’s primary duty is the enforcement of the Insurance Code and
other lawsrelating to persons and businesses, licensed and unlicensed by the Department
of Insurance, who are engaged in the business of insurance.

(5) A person employed as an investigator or investigator supervisor by the Public
Utilities Commission, who is designated by the commission’s executive director and
approved by the commission, provided that the person’s primary duty isthe enforcement
of the law asthat duty is set forth in Section 308.5 of the Public Utilities Code.

(6) (A) A person employed by the State Board of Equalization, Investigations
Division, who isdesignated by the board’s executive director, provided that the person’s
primary duty isthe enforcement of laws administered by the State Board of Equalization.

(B) A person designated pursuant to this paragraph is not entitled to peace officer
retirement benefits.

(7) A person employed by the Department of Food and Agriculture and designated
by the Secretary of Food and Agriculture as an investigator, investigator supervisor,
or investigator manager, provided that the person’s primary duty is enforcement of,
and investigations relating to, the Food and Agricultural Code or Division 5
(commencing with Section 12001)-erBivisien-10{commencing-with-Section-26000)
of the Business and Professions Code.

(8) The Inspector General and those employees of the Office of the Inspector
General designated by the Inspector General, provided that the person’s primary duty
isthe enforcement of thelaw relating to the duties of the Office of the Inspector General.

(b) Notwithstanding any other law, a person designated pursuant to this section
may not carry afirearm.

(c) A person designated pursuant to this section shall be included as a“ peace
officer of the state” under paragraph (2) of subdivision (c) of Section 11105 for the
purpose of receiving state summary criminal history information and shall be furnished
that information on the same basis as other peace officers designated in paragraph (2)
of subdivision (c) of Section 11105.

SEC. 104. Section 6414 of the Revenue and Taxation Codeis amended to read:

6414. (a) The storage, use, or other consumption in this state of medicinal
cannabis or medicinal cannabis product shall be exempt from the use tax in either of
the following circumstances:
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(1) The medicinal cannabis or medicinal cannabis product is donated by a
cannabisretaller licensed under Division 10 (commencing with Section 26000) of the
Business and Professions Code to a medicinal cannabis patient.

(2) Themedicinal cannabis or medicinal cannabis product isdonated by aperson
licensed under Division 10 (commencing with Section 26000) of the Business and
Professions Codeto acannabisretailer for subsequent donation to amedicinal cannabis
patient.

(b) (1) The exemption specified in subdivision (a) shall apply only if the cannabis
retailer certifiesin writing to the licensee that donates the medicinal cannabis or
medicinal cannabis product, in such aform as the department may prescribe, that the
medicinal cannabis and medicinal cannabis product will be used in a manner and for
apurpose specified in subdivision (). Thelicensee that donatesthe medicinal cannabis
or medicinal cannabis product shall keep a copy of the certification for no less than
seven years. The certification in writing shall relieve the licensee that donates the
medicinal cannabis or medicina cannabis product of liability for usetax only if itis
taken in good faith.

(2) If alicensee uses the donated medicinal cannabis or medicinal cannabis
product in some manner or for some purpose other than those specified in subdivision
(@), the licensee shall be liable for the payment of use tax, the measure of tax to the
licensee shall be deemed that licensee's purchase price for ssimilar product, and the
licensee shall be subject to having their license suspended by th tateH i
adthority Department of Cannabis Control pursuant to Section 26031 of the Business
and Professions Code.

(c) “Medicinal cannabis’” and “medicinal cannabis product” shall have the same
meaning as those terms are defined in Section 26001 of the Business and Professions
Code.

(d) “Cannabisretailer” shall have the same meaning as that term is defined in
Section 34010.

(e) “Medicinal cannabis patient” shall mean a qualified patient, as defined in
Section 11362.7 of the Health and Safety Code, who possesses a physician’'s
recommendation that complies with Article 25 (commencing with Section 2525) of
Chapter 5 of Division 2 of the Business and Professions Code, or aqualified patient
or primary caregiver for aqualified patient issued a valid identification card pursuant
to Section 11362.71 of the Health and Safety Code.

(f) (1) This section shall become operative upon completion of the necessary
changesto thetrack and trace program in order to implement the act adding this section,
as determined by the Department of Food and Agriculture, or on March 1, 2020,
whichever occurs first.

(2) This section shall remain in effect only until five years after it becomes
operative, and as of that date is repealed.

SEC. 105. Section 34010 of the Revenue and Taxation Code is amended to

read:

34010. For purposes of this part:

(@) “Arm’slength transaction” shall mean a sale entered into in good faith and
for valuable consideration that reflectsthe fair market value in the open market between
two informed and willing parties, neither under any compulsion to participate in the
transaction.
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(b) “Average market price” shall mean both of the following:

(D (A) Inan arm’slength transaction, the average retail price determined by the
wholesale cost of the cannabis or cannabis products sold or transferred to a cannabis
retailer, plus a mark-up, as determined by the department on a biannual basisin
six-month intervals.

(B) Notwithstanding subparagraph (A), the department shall not increase the
mark-up amount during the period beginning on and after the operative date of the act
amending this section by adding this subparagraph and before July 1, 2021.

(2) In anonarm’s length transaction, the cannabis retailer’s gross receipts from
the retail sale of the cannabis or cannabis products.

(¢) “ Department” meansthe California Department of Tax and FeeAdministration
or its successor agency.

te)
(d) “Tax Fund” means the California Cannabis Tax Fund created by Section
34018.

€
(e) “Cannabis’ hasthe same meaning as set forth in Section 11018 of the Health
and Safety Code and shall also mean medicinal cannabis.

&)

(f) “Cannabis products’ has the same meaning as set forth in Section 11018.1
of the Health and Safety Code and shall also mean medicinal concentrates and medicinal
cannabis products.

(g) “Cannabisflowers’” meansthe dried flowers of the cannabis plant as defined
by the board.

(h) “Cannabis leaves” means all parts of the cannabis plant other than cannabis
flowers that are sold or consumed.

(i) “Cannabis retailer” means a person required to be licensed as aretailer,
non-storefront retailer, microbusiness, or nonprofit pursuant to Division 10 (commencing
with Section 26000) of the Business and Professions Code.

(j) “Cultivator” means all persons required to be licensed to cultivate cannabis
pursuant to Division 10 (commencing with Section 26000) of the Business and
Professions Code.

(k) “Distributor” means aperson required to belicensed as adistributor pursuant
to Division 10 (commencing with Section 26000) of the Business and Professions
Code.

(1) “Entersthe commercia market” means cannabis or cannabis products, except
for immature cannabis plants and seeds, that complete and comply with a quality
assurance review and testing, as described in Section 26110 of the Business and
Professions Code.
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“Gross receipts’ has the same meaning as set forth in Section 6012.

EIE)E)

(n) “Microbusiness’ has the same meaning as set forth in paragraph (3) of
subdivision (a) of Section 26070 of the Business and Professions Code.

(0) “Nonprofit” has the same meaning as set forth in Section 26070.5 of the
Business and Professions Code.

“Person” has the same meaning as set forth in Section 6005.

S25C)

(q) “Retail sale” has the same meaning as set forth in Section 6007.

(r) “Sale” and “purchase’” mean any change of title or possession, exchange, or
barter, conditional or otherwise, in any manner or by any means whatsoever, for
consideration.

(s) “Transfer” means to grant, convey, hand over, assign, sell, exchange, or
barter, in any manner or by any means, with or without consideration.

(t) “Unprocessed cannabis’ includes cannabis flowers, cannabis leaves, or other
categories of harvested cannabis, categories for unprocessed or frozen cannabis or
immature plants, or cannabis that is shipped directly to manufacturers.

(u) “Manufacturer” means a person required to be licensed as a manufacturer
pursuant to Division 10 (commencing with Section 26000) of the Business and
Professions Code.

{w)

(v) “Medicinal cannabis patient” shall mean aqualified patient, as defined in
Section 11362.7 of the Health and Safety Code, who possesses a physician’'s
recommendation that complies with Article 25 (commencing with Section 2525) of
Chapter 5 of Division 2 of the Business and Professions Code, or aqualified patient
or primary caregiver for aqualified patient issued a valid identification card pursuant
to Section 11362.71 of the Health and Safety Code.

&

(w) “Designated for donation” shall mean medicinal cannabis donated by a
cultivator to acannabisretailer for subsequent donation to amedicinal cannabis patient
pursuant to Section 26071 of the Business and Professions Code.

SEC. 106. Section 34012 of the Revenue and Taxation Code is amended to
read:

34012. (@) Effective January 1, 2018, there is hereby imposed a cultivation tax
on all harvested cannabis that enters the commercial market upon all cultivators. The
tax shall be due after the cannabis is harvested and enters the commercial market.

(1) Thetax for cannabis flowers shall be nine dollars and twenty-five cents
($9.25) per dry-weight ounce.

(2) Thetax for cannabis leaves shall be set at two dollars and seventy-five cents
($2.75) per dry-weight ounce.
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(b) The department may adjust the tax rate for cannabis |eaves annually to reflect
fluctuations in the relative price of cannabis flowers to cannabis |eaves.

(c) The department may from time to time establish other categories of harvested
cannabis, categoriesfor unprocessed or frozen cannabis or immature plants, or cannabis
that is shipped directly to manufacturers. These categories shall betaxed at their relative
value compared with cannabis flowers.

(d) The department may prescribe by regulation a method and manner for
payment of the cultivation tax that utilizestax stamps or state-issued product bags that
indicate that al required tax has been paid on the product to which the tax stamp is
affixed or in which the cannabis is packaged.

(e) The tax stamps and product bags shall be of the designs, specifications, and
denominations as may be prescribed by the department and may be purchased by any
licensee under Division 10 (commencing with Section 26000) of the Business and
Professions Code.

(f) Subseguent to the establishment of atax stamp program, the department may
by regulation provide that cannabis shall not be removed from alicensed cultivation
facility or transported on a public highway unlessin astate-issued product bag bearing
atax stamp in the proper denomination.

(g) Thetax stamps and product bags shall be capable of being read by ascanning
or similar device and must be traceable utilizing the track and trace system pursuant
to Section 26068 of the Business and Professions Code.

(h) Cultivators shall be responsible for payment of the tax pursuant to regulations
adopted by the department. A cultivator’s liability for the tax is not extinguished until
the tax has been paid to this state except that an invoice, receipt, or other document
from adistributor or manufacturer given to the cultivator pursuant to paragraph (3) is
sufficient to relieve the cultivator from further liability for the tax to which the invoice,
receipt, or other document refers. Cannabis shall not be sold unless the tax has been
paid as provided in this part.

(1) A distributor shall collect the cultivation tax from acultivator on al harvested
cannabis that enters the commercial market. This paragraph shall not apply where a
cultivator is not required to send, and does not send, the harvested cannabisto a
distributor.

(2) (A) A manufacturer shall collect the cultivation tax from a cultivator on the
first sale or transfer of unprocessed cannabis by a cultivator to a manufacturer. The
manufacturer shall remit the cultivation tax collected on the cannabis product sold or
transferred to a distributor for quality assurance, inspection, and testing, as described
in Section 26110 of the Business and Professions Code. This paragraph shall not apply
where adistributor collects the cultivation tax from a cultivator pursuant to paragraph
(D).

(B) Notwithstanding subparagraph (A), the department may prescribe asubstitute
method and manner for collection and remittance of the cultivation tax under this
paragraph, including a method and manner for collection of the cultivation tax by a
distributor.

(3) A distributor or manufacturer shall provideto the cultivator, and adistributor
that collects the cultivation tax from a manufacturer pursuant to paragraph (2) shall
provide to the manufacturer, an invoice, receipt, or other smilar document that identifies
the licensee receiving the product, the cultivator from which the product originates,
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including the associated unique identifier, the amount of cultivation tax, and any other
Information deemed necessary by the department. The department may authorize other
forms of documentation under this paragraph.

(4) The department may adopt regulations prescribing proceduresfor the refund
of cultivation tax collected on cannabis or cannabis product that fails quality assurance,
inspection, and testing as described in Section 26110 of the Business and Professions
Code.

(i) All cannabis removed from a cultivator’s premises, except for plant waste or
medicinal cannabis or medicinal cannabis products designated for donation, shall be
presumed to be sold and thereby taxable under this section.

(j) The tax imposed by this section shall be imposed on all cannabis cultivated
in the state pursuant to rules and regul ations promulgated by the department, but shall
not apply to cannabis cultivated for personal use under Section 11362.1 of the Health
and Safety Code or cultivated by aqualified patient or primary caregiver in accordance
with the Compassionate Use Act of 1996 (Proposition 215), found in Section 11362.5
of the Health and Safety Code.

(k) (1) For the 2020 calendar year, the rates set forth in subdivisions (a), (b),
and (c) shall be adjusted by the department for inflation.

(2) For the 2021 calendar year, the rates shall be those imposed for the 2020
calendar year in paragraph (1) and shall not be adjusted for inflation unless the
adjustment isfor an inflation rate that is less than zero.

(3) For the 2022 calendar year, the rates shall be those imposed for the 2021
calendar year in paragraph (2) and shall be adjusted by the department for inflation.

(4) Beginning January 1, 2023, the rates imposed for the previous calendar year
shall be adjusted by the department annual ly for inflation.

(1) The Department of-Feee-anaAgrtedtture Cannabis Control is not responsible
for enforcing any provisions of the cultivation tax.

SEC. 107. Section 34019 of the Revenue and Taxation Code is amended to
read:

34019. (@) Beginning with the 2017-18 fiscal year, the Department of Finance
shall estimate revenues to be received pursuant to Sections 34011 and 34012 and
provide those estimates to the Controller no later than June 15 of each year. The
Controller shall use these estimates when disbursing funds pursuant to this section.
Before any funds are disbursed pursuant to subdivisions (b), (c), (d), and (e) of this
section, the Controller shall disburse from the Tax Fund to the appropriate account,
without regard to fiscal year, the following:

(1) Reasonable costs incurred by the board for administering and collecting the
taxes imposed by this part; provided, however, such costs shall not exceed 4 percent
of tax revenues received.

(2) Reasonabl ecostsincurred by thebufeau—theDepartmen%ef—eenwmer—Aﬁaﬁs

Deoartment of Cannabls Control for |mpl ementl ng, adml nlsterl ng, and enforC| ng
Division 10 (commencing with Section 26000) of the Business and Professions Code
to the extent those costs are not reimbursed pursuant to Section 26180 of the Business
and Professions Code. This paragraph shall remain operative through the 2022-23
fiscal year.
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(3) Reasonable costs incurred by the Department of Fish and Wildlife, the State
Water Resources Control Board, and the Department of Pesticide Regulation for
carrying out their respective duties under Division 10 (commencing with Section 26000)
of the Business and Professions Code to the extent those costs are not otherwise
reimbursed.

(4) Reasonabl e costsincurred by the Governor’s Office of Business and Economic
Devel opment for implementing, administering, and enforcing Chapter 23 (commencing
with Section 26240) of Division 10 of the Business and Professions Code.

(5) Reasonable costs incurred by the Controller for performing duties imposed
by the Control, Regulate and Tax Adult Use of MarijuanaAct, including the audit
required by Section 34020.

(6) Reasonable costs incurred by the Department of Finance for conducting the
performance audit pursuant to Section 26191 of the Business and Professions Code.

(7) Reasonable costsincurred by the Legislative Analyst’s Office for performing
duties imposed by Section 34017.

(8) Sufficient funds to reimburse the Division of Labor Standards Enforcement
and the Division of Occupational Safety and Health within the Department of Industrial
Relations and the Employment Development Department for the costs of applying and
enforcing state labor laws to licensees under Division 10 (commencing with Section
26000) of the Business and Professions Code.

(b) The Controller shall next disburse the sum of ten million dollars ($10,000,000)
to apublic university or universitiesin Californiaannually beginning with the 2018-19
fiscal year until the 202829 fiscal year to research and evaluate the implementation
and effect of the Control, Regulate and Tax Adult Use of MarijuanaAct, and shall, if
appropriate, make recommendationsto the L egislature and Governor regarding possible
amendments to the Control, Regulate and Tax Adult Use of MarijuanaAct. The
recipients of these funds shall publish reports on their findings at a minimum of every
two years and shall make the reports available to the public. The-buread Department
of Cannabis Control shall select the universities to be funded. The research funded
pursuant to this subdivision shall include but not necessarily be limited to:

(1) Impacts on public health, including health costs associated with cannabis
use, aswell as whether cannabis use is associated with an increase or decrease in use
of alcohol or other drugs.

(2) Theimpact of treatment for maladaptive cannabis use and the effectiveness
of different treatment programs.

(3) Public safety issues related to cannabis use, including studying the
effectiveness of the packaging and labeling requirements and advertising and marketing
restrictions contained in the act at preventing underage access to and use of cannabis
and cannabis products, and studying the health-related effects among users of varying
potency levels of cannabis and cannabis products.

(4) Cannabisuserates, maladaptive useratesfor adults and youth, and diagnosis
rates of cannabis-related substance use disorders.
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(5) Cannabis market prices, illicit market prices, tax structures and rates,
including an eval uation of how to best tax cannabis based on potency, and the structure
and function of licensed cannabis businesses.

(6) Whether additional protections are needed to prevent unlawful monopolies
or anti-competitive behavior from occurring in the adult-use cannabis industry and, if
so, recommendations as to the most effective measures for preventing such behavior.

(7) The economic impactsin the private and public sectors, including, but not
necessarily limited to, job creation, workplace safety, revenues, taxes generated for
state and local budgets, and criminal justice impacts, including, but not necessarily
limited to, impacts on law enforcement and public resources, short and long term
conseguences of involvement in the criminal justice system, and state and local
government agency administrative costs and revenue.

(8) Whether the regulatory agencies tasked with implementing and enforcing
the Control, Regulate and Tax Adult Use of MarijuanaAct are doing so consistent
with the purposes of the act, and whether different agencies might do so more
effectively.

(9) Environmental issues related to cannabis production and the criminal
prohibition of cannabis production.

(10) The geographic location, structure, and function of licensed cannabis
businesses, and demographic data, including race, ethnicity, and gender, of license
holders.

(11) The outcomes achieved by the changesin criminal penalties made under
the Control, Regulate and Tax Adult Use of MarijuanaAct for cannabis-rel ated offenses,
and the outcomes of thejuvenilejustice system, in particular, probation-based treatments
and the frequency of up-charging illegal possession of cannabis or cannabis products
to amore serious offense.

(c) The Controller shall next disburse the sum of three million dollars
($3,000,000) annually to the Department of the California Highway Patrol beginning
with the 2018-19 fiscal year until the 2022—23 fiscal year to establish and adopt
protocolsto determine whether adriver isoperating avehicle whileimpaired, including
Impairment by the use of cannabis or cannabis products, and to establish and adopt
protocol s setting forth best practicesto assist |aw enforcement agencies. The department
may hire personnel to establish the protocols specified in this subdivision. In addition,
the department may make grants to public and private research institutions for the
purpose of devel oping technology for determining when adriver isoperating avehicle
while impaired, including impairment by the use of cannabis or cannabis products.

(d) The Controller shall next disburse the sum of ten million dollars ($10,000,000)
beginning with the 2018-19 fiscal year and increasing ten million dollars ($10,000,000)
each fiscal year thereafter until the 2022—23 fiscal year, at which time the disbursement
shall be fifty million dollars ($50,000,000) each year thereafter, to the Governor’s
Office of Business and Economic Development, in consultation with the Labor and
Workforce Development Agency and the State Department of Social Services, to
administer acommunity reinvestments grants program to local health departmentsand
at least 50 percent to qualified community-based nonprofit organizations to support
job placement, mental health treatment, substance use disorder treatment, system
navigation services, legal servicesto address barriersto reentry, and linkagesto medical
carefor communities disproportionately affected by past federal and state drug policies.
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The office shall solicit input from community-based job skills, job placement, and
legal service providers with relevant expertise as to the administration of the grants
program. In addition, the office shall periodically evaluate the programsit is funding
to determine the effectiveness of the programs, shall not spend more than 4 percent
for administrative costs related to implementation, evaluation, and oversight of the
programs, and shall award grants annually, beginning no later than January 1, 2020.

(e) The Controller shall next disburse the sum of two million dollars ($2,000,000)
annually to the University of California San Diego Center for Medicinal Cannabis
Research to further the objectives of the center, including the enhanced understanding
of the efficacy and adverse effects of cannabis as a pharmacological agent.

(f) By July 15 of each fiscal year beginning in the 2018-19 fiscal year, the
Controller shall, after disbursing funds pursuant to subdivisions (a), (b), (c¢), (d), and
(e), disburse funds deposited in the Tax Fund during the prior fiscal year into sub-trust
accounts, which are hereby created, as follows:

(1) Sixty percent shall be deposited in the Youth Education, Prevention, Early
Intervention and Treatment Account, and disbursed by the Controller to the State
Department of Health Care Servicesfor programsfor youth that are designed to educate
about and to prevent substance use disorders and to prevent harm from substance use.
The State Department of Health Care Services shall enter into interagency agreements
with the State Department of Public Health and the State Department of Education to
implement and administer these programs. The programs shall emphasize accurate
education, effective prevention, early intervention, school retention, and timely treatment
services for youth, their families and caregivers. The programs may include, but are
not limited to, the following components:

(A) Prevention and early intervention services including outreach, risk survey
and education to youth, families, caregivers, schools, primary care health providers,
behavioral health and substance use disorder service providers, community and
faith-based organizations, fostercare providers, juvenile and family courts, and others
to recognize and reduce risks rel ated to substance use, and the early signs of problematic
use and of substance use disorders.

(B) Grants to schools to develop and support student assistance programs, or
other similar programs, designed to prevent and reduce substance use, and improve
school retention and performance, by supporting students who are at risk of dropping
out of school and promoting alternatives to suspension or expulsion that focus on school
retention, remediation, and professional care. Schoolswith higher than average dropout
rates should be prioritized for grants.

(C) Grantsto programsfor outreach, education, and treatment for homelessyouth
and out-of-school youth with substance use disorders.

(D) Access and linkage to care provided by county behavioral health programs
for youth, and their families and caregivers, who have a substance use disorder or who
are at risk for developing a substance use disorder.

(E) Youth-focused substance use disorder treatment programsthat are culturally
and gender competent, trauma-informed, evidence-based and provide a continuum of
care that includes screening and assessment (substance use disorder as well as mental
health), early intervention, active treatment, family involvement, case management,
overdose prevention, prevention of communicable diseases related to substance use,
relapse management for substance use and other cooccurring behaviora health disorders,
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vocational services, literacy services, parenting classes, family therapy and counseling
services, medication-assisted treatments, psychiatric medication and psychotherapy.
When indicated, referrals must be made to other providers.

(F) To the extent permitted by law and where indicated, interventions shall utilize
atwo-generation approach to addressing substance use disorders with the capacity to
treat youth and adults together. This would include supporting the development of
family-based interventions that address substance use disorders and related problems
within the context of families, including parents, foster parents, caregiversand all their
children.

(G) Programsto assist individuals, as well as families and friends of drug using
young people, to reduce the stigma associated with substance use including being
diagnosed with a substance use disorder or seeking substance use disorder services.
Thisincludes peer-run outreach and education to reduce stigma, anti-stigma campaigns,
and community recovery networks.

(H) Workforce training and wage structures that increase the hiring pool of
behavioral health staff with substance use disorder prevention and treatment expertise.
Provide ongoing education and coaching that increases substance use treatment
providers core competencies and trains providers on promising and evidenced-based
practices.

(I) Construction of community-based youth treatment facilities.

(J) The departments may contract with each county behavioral health program
for the provision of services.

(K) Funds shall be alocated to counties based on demonstrated need, including
the number of youth in the county, the prevalence of substance use disorders among
adults, and confirmed through statistical data, validated assessments, or submitted
reports prepared by the applicable county to demonstrate and validate need.

(L) The departments shall periodically evaluate the programs they are funding
to determine the effectiveness of the programs.

(M) The departments may use up to 4 percent of the moneys allocated to the
Youth Education, Prevention, Early Intervention and Treatment Account for
administrative costs related to implementation, evaluation, and oversight of the
programs.

(N) If the Department of Finance ever determines that funding pursuant to
cannabis taxation exceeds demand for youth prevention and treatment servicesin the
state, the departments shall provide a plan to the Department of Finance to provide
treatment services to adults as well as youth using these funds.

(O) The departments shall solicit input from volunteer health organizations,
physicians who treat addiction, treatment researchers, family therapy and counseling
providers, and professional education associations with relevant expertise as to the
administration of any grants made pursuant to this paragraph.

(2) Twenty percent shall be deposited in the Environmental Restoration and
Protection Account, and disbursed by the Controller as follows:

(A) To the Department of Fish and Wildlife and the Department of Parks and
Recreation for the cleanup, remediation, and restoration of environmental damage in
watersheds affected by cannabis cultivation and related activities including, but not
limited to, damage that occurred prior to enactment of this part, and to support local
partnershipsfor this purpose. The Department of Fish and Wildlife and the Department
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of Parks and Recreation may distribute a portion of the funds they receive from the
Environmental Restoration and Protection Account through grantsfor purposes specified
in this paragraph.

(B) To the Department of Fish and Wildlife and the Department of Parks and
Recreation for the stewardship and operation of state-owned wildlife habitat areas and
state park unitsin amanner that discourages and preventstheillegal cultivation,
production, sale, and use of cannabis and cannabis products on public lands, and to
facilitate the investigation, enforcement, and prosecution of illegal cultivation,
production, sale, and use of cannabis or cannabis products on public lands.

(C) To the Department of Fish and Wildlife to assist in funding the watershed
enforcement program and multiagency taskforce established pursuant to subdivisions
(b) and (c) of Section 12029 of the Fish and Game Code to facilitate the investigation,
enforcement, and prosecution of these offenses and to ensure the reduction of adverse
Impacts of cannabis cultivation, production, sale, and use on fish and wildlife habitats
throughout the state.

(D) For purposes of this paragraph, the Secretary of the Natural Resources
Agency shall determine the allocation of revenues between the departments. During
thefirst five years of implementation, first consideration should be given to funding
purposes specified in subparagraph (A).

(E) Funds allocated pursuant to this paragraph shall be used to increase and
enhance activities described in subparagraphs (A), (B), and (C), and not replace
alocation of other funding for these purposes. Accordingly, annual General Fund
appropriations to the Department of Fish and Wildlife and the Department of Parks
and Recreation shall not be reduced below the levels provided in the Budget Act of
2014 (Chapter 25 of the Statutes of 2014).

(3) Twenty percent shall be deposited into the State and L ocal Government Law
Enforcement Account and disbursed by the Controller as follows:

(A) To the Department of the California Highway Patrol for conducting training
programs for detecting, testing and enforcing laws against driving under the influence
of alcohol and other drugs, including driving under the influence of cannabis. The
department may hire personnel to conduct the training programs specified in this
subparagraph.

(B) To the Department of the California Highway Patrol to fund internal
CadliforniaHighway Patrol programs and grants to qualified nonprofit organizations
and local governments for education, prevention, and enforcement of laws related to
driving under the influence of alcohol and other drugs, including cannabis; programs
that help enforce traffic laws, educate the public in traffic safety, provide varied and
effective means of reducing fatalities, injuries, and economic losses from collisions;
and for the purchase of equipment related to enforcement of laws related to driving
under the influence of alcohol and other drugs, including cannabis.

(C) Tothe Board of State and Community Correctionsfor making grantsto local
governments to assist with law enforcement, fire protection, or other local programs
addressing public health and saf ety associated with the implementation of the Control,
Regulate and Tax Adult Use of MarijuanaAct. The board shall not make any grants
tolocal governmentsthat ban both indoor and outdoor commercial cannabis cultivation,
or ban retail sale of cannabis or cannabis products pursuant to Section 26200 of the
Business and Professions Code or as otherwise provided by law.
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(D) For purposes of this paragraph, the Department of Finance shall determine
the allocation of revenues between the agencies; provided, however, beginning in the
202223 fiscal year the amount allocated pursuant to subparagraph (A) shall not be
less than ten million dollars ($10,000,000) annually and the amount allocated pursuant
to subparagraph (B) shall not be lessthan forty million dollars ($40,000,000) annually.
In determining the amount to be allocated before the 2022-23 fiscal year pursuant to
this paragraph, the Department of Finance shall giveinitia priority to subparagraph

A).

(g) Funds allocated pursuant to subdivision (f) shall be used to increase the
funding of programs and purposes identified and shall not be used to replace allocation
of other funding for these purposes.

(h) Effective July 1, 2028, the L egislature may amend this section by majority
vote to further the purposes of the Control, Regulate and Tax Adult Use of Marijuana
Act, including allocating funds to programs other than those specified in subdivisions
(d) and (f). Any revisions pursuant to this subdivision shall not result in areduction of
funds to accounts established pursuant to subdivisions (d) and (f) in any subsequent
year from the amount allocated to each account in the 202728 fiscal year. Prior to
July 1, 2028, the Legislature may not change the allocations to programs specified in
subdivisions (d) and (f).

SEC. 108. Section 13149 of the Water Code is amended to read:

13149. (@) (1) (A) The board, in consultation with the Department of Fish and
Wildlife, shall adopt principles and guidelines for diversion and use of water for
cannabis cultivation in areas where cannabis cultivation may have the potential to
substantially affect instream flows. The principles and guidelines adopted under this
section may include, but are not limited to, instream flow objectives, limits on
diversions, and requirements for screening of diversions and elimination of barriersto
fish passage. The principles and guidelines may include requirements that apply to
groundwater extractions where the board determines those requirements are reasonably
necessary for purposes of this section.

(B) Prior to adopting principles and guidelines under this section, the board shall
allow for public comment and hearing, pursuant to Section 13147. The board shall
provide an opportunity for the public to review and comment on the proposal for at
least 60 days and shall consider the public comments before adopting the principles
and guidelines.

(2) The board, in consultation with the Department of Fish and Wildlife, shall
adopt principles and guidelines pending the development of long-term principles and
guidelines under paragraph (1). The principles and guidelines, including the interim
principles and guidelines, shall include measures to protect springs, wetlands, and
aguatic habitats from negative impacts of cannabis cultivation. The board may update
the interim principles and guidelines as it determines to be reasonably necessary for
purposes of this section.

(3) The Department of Fish and Wildlife, in consultation with the board, may
establish interim requirementsto protect fish and wildlife from theimpacts of diversions
for cannabis cultivation pending the adoption of long-term principles and guidelines
by the board under paragraph (1). The requirements may also include measuresto
protect springs, wetlands, and aquatic habitats from negative impacts of cannabis
cultivation.
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(b) (1) Notwithstanding Section 15300.2 of Title 14 of the California Code of
Regulations, actions of the board and the Department of Fish and Wildlife under this
section shall be deemed to be within Section 15308 of Title 14 of the California Code
of regulations, provided that those actions do not involve relaxation of existing
streamflow standards.

(2) The board shall adopt principles and guidelines under this section as part of
state policy for water quality control adopted pursuant to Article 3 (commencing with
Section 13140) of Chapter 3 of Division 7.

(3) If the Department of Fish and Wildlife establishesinterim requirements under
this section, it shall do so as emergency regulationsin accordance with Chapter 3.5
(commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the Government
Code. The adoption of those interim requirementsis an emergency and shall be
considered by the Office of Administrative Law as necessary for the immediate
preservation of the public peace, health, safety, and general welfare. Notwithstanding
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code, the emergency regulations shall remain in effect until revised by
the Department of Fish and Wildlife, provided that the emergency regulations shall
not apply after long-term principles and guidelines adopted by the board under this
section take effect for the stream or other body of water where the diversion islocated.

(4) A diversion for cannabis cultivation is subject to both the interim principles
and guidelines and the interim requirements in the period before final principles and
guidelines are adopted by the board.

(5) The board shall have primary enforcement responsibility for principles and
guidelines adopted under this section, and shall notify the Department ofFeed-and

i Cannabis Control of any enforcement action taken.

SEC. 109. No reimbursement is required by this act pursuant to Section 6 of
Article X111 B of the California Constitution because the only coststhat may beincurred
by alocal agency or school district will be incurred because this act creates a new
crime or infraction, eliminates acrime or infraction, or changesthe penalty for acrime
or infraction, within the meaning of Section 17556 of the Government Code, or changes
the definition of a crime within the meaning of Section 6 of Article X111 B of the
California Constitution.

SEC. 110. The Legidature finds and declaresthat this act furthers the purposes
and intent of the Control, Regulate and Tax Adult Use of MarijuanaAct.

-0-
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LEGISLATIVE COUNSEL’S DIGEST

Bill No.

as introduced,

General Subject: Depa Department of Cannabis Control: licensure: safety and quality
assurance.

Existing law, the Control, Regulate and Tax Adult Use of Marijuana Act of 2016
(AUMA), an initiative measure approved as Proposition 64 at the November 8, 2016,
statewide general election, authorizes a person who obtains a state license under AUMA
to engage in commercial adult-use cannabis activity pursuant to that license and
applicable local ordinances.

Existing law, the Medicinal and Adult-Use Cannabis Regulation and Safety Act
(MAUCRSA), among other things, consolidates the licensure and regulation of
commercial medicinal and adult-use cannabis activities. MAUCRSA generally divides
responsibility for the state licensure and regulation of commercial cannabis activity
among the Bureau of Cannabis Control in the Department of Consumer Affairs, the
Department of Food and Agriculture, and the State Department of Public Health.
MAUCRSA defines commercial cannabis activity for these purposes to include the
cultivation, possession, manufacture, distribution, processing, storing, laboratory testing,
packaging, labeling, transportation, delivery, or sale of cannabis and cannabis products
as provided for in MAUCRSA.

This bill would establish the Department of Cannabis Control within the Business,
Consumer Services, and Housing Agency, would transfer to this department the powers,
duties, purposes, functions, responsibilities, and jurisdiction of the bureau, the
Department of Food and Agriculture, and the State Department of Public Health under
MAUCRSA, except as specified, and would make conforming changes. The bill would
require the department to be under the supervision and control of a director. The bill
would revise the definition of “commercial cannabis” to include acting as a cannabis
event organizer for temporary cannabis events.

MAUCRSA, for purposes of the California Cannabis Equity Act, defines local
equity program as a program adopted or operated by a local jurisdiction that focuses
on inclusion and support of individuals and communities in California’s cannabis
industry who are linked to populations or neighborhoods that were negatively or
disproportionately impacted by cannabis criminalization, as specified. MAUCRSA
requires the bureau to administer a grant program to assist a local jurisdiction with the
development of a local equity program or to assist local equity applicants and local
equity licensees through a local equity program, as specified. MAUCRSA authorizes
the bureau to enter into an interagency agreement with the Governor’s Office of
Business and Economic Development (GO-Biz) to administer the grant program, and
grants GO-Biz all powers and authority granted to the bureau in specified provisions
related to administering the grant program, as specified.

This bill instead would require GO-Biz to administer the grant program.
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AUMA establishes the California Cannabis Tax Fund as a continuously
appropriated fund consisting of specified taxes, interest, penalties, and other amounts
imposed by AUMA. AUMA requires the Controller to make certain disbursements
from the fund, including the reasonable costs incurred by the licensing authorities for
implementing, administering, and enforcing MAUCRSA, as specified.

This bill additionally would require the Controller to disburse from the California
Cannabis Tax Fund, without regard to fiscal year, the reasonable costs incurred by
GO-Biz for implementing, administering, and enforcing the California Cannabis Equity
Act.

MAUCRSA requires the bureau to convene an advisory committee to advise the
licensing authorities on the development of standards and regulations pursuant to
MAUCRSA.

This bill would require advisory committee members to be reimbursed from the
Cannabis Control Fund for travel and other necessary expenses incurred in the
performance of their duties.

MAUCRSA requires an applicant for a license to require each owner to
electronically submit to the Department of Justice fingerprint images and specified
related information for the purpose of obtaining certain criminal history information.
MAUCRSA authorizes the licensing authorities to obtain and receive, at their discretion,
criminal history information from the Department of Justice and the Federal Bureau
of Investigation for an applicant.

This bill, instead, would authorize the Bureau of Cannabis Control, the
Department of Food and Agriculture, the State Department of Public Health, and the
Department of Cannabis Control to obtain that criminal history information. The bill
would authorize these state agencies to request and receive from a local or state agency
certified records of all arrests and convictions, certified records regarding probation,
and any and all other related documentation needed to complete an applicant or licensee
investigation. This bill would authorize a local or state agency to provide those records
to those state agencies upon request. The bill, until July 1, 2022, would authorize
employees of those state agencies acting on behalf of the department to receive the
criminal history information of applicants.

MAUCRSA prohibits the disclosure of certain medical information, received
and contained in records kept by the office or licensing authorities for the purposes of
administering certain provisions of MAUCRSA, except as specified. MAUCRSA
provides that this prohibition does not preclude notifications from a licensing authority
to state or local agencies about apparent violations of an applicable local ordinance or
a MAUCRSA provision relating to records of commercial cannabis activity.

This bill instead would provide that the prohibition does not preclude notifications
from a licensing authority to state or local agencies about apparent violations of an
applicable local ordinance or any MAUCRSA provision.

Existing law requires the Bureau of Cannabis Control to disclose information
on its licensees.

This bill would repeal that requirement.

MAUCRSA requires a licensing authority to deny an application if either the
applicant, or the premises for which a license is applied, do not qualify for licensure
under MAUCRSA. MAUCRSA also authorizes a licensing authority to deny the
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application for licensure or renewal of a license for, among other reasons, failure or
inability to comply with the provisions of MAUCRSA.

This bill would authorize the department to institute or continue a proceeding
against an applicant who has withdrawn their application after it has been filed with
the department, for the denial of the license upon any ground provided by law or to
enter an order denying the license upon any ground.

If a licensee is found to have committed an act or omission constituting grounds
for disciplinary action, MAUCRSA authorizes the licensing authority that issued the
license to discipline the license and fine the licensee after proper notice and hearing
to the licensee.

This bill would authorize the department to suspend a license before a hearing,
as specified, if the license was acquired due to fraud, misrepresentation, deceit, or any
material misstatement of fact in the application for the license.

This bill would authorize the department to institute or continue a disciplinary
proceeding against a person whose license has been suspended, forfeited, or cancelled
by order of the department or by order of a court of law, or has been surrendered without
the written consent of the department, upon any ground provided by law or to enter an
order suspending or revoking the license or otherwise taking disciplinary action against
the licensee on any such ground.

MAUCRSA establishes the Cannabis Control Appeals Panel in the Business,
Consumer Services, and Housing Agency and authorizes any person aggrieved by
specified decisions ofa licensing authority related to disciplining any license to appeal
the licensing authority’s written decision to the panel. Existing administrative law
establishes an executive director of the panel. MAUCRSA requires the Director of the
Department of Consumer Affairs to furnish the equipment, supplies, and housing
necessary for the authorized activities of the panel and to perform such other mechanics
of administration as the panel and the director may agree upon.

This bill would instead require the executive director of the panel to furnish
those equipment, supplies, and housing and to perform such other mechanics of
administration as determined by the panel.

MAUCRSA authorizes an agent of a licensing authority to possess, transport,
or obtain cannabis or cannabis products as necessary to conduct activities reasonably
related to the duties of the licensing authority.

This bill would authorize an agent of a state or local agency to possess, transport,
or obtain cannabis or cannabis products as necessary to conduct activities reasonably
related to the duties of the state or local agency.

MAUCRSA prohibits cannabis and cannabis products from being sold unless a
representative sample of specified batches has been tested by a licensed testing
laboratory. MAUCRSA requires the testing laboratory to issue a certificate of analysis
for selected lots of each batch to report specified information, including whether the
chemical profile of the sample conforms to the labeled content of compounds.
MAUCRSA requires a testing laboratory to destroy the remains of a sample of medical
cannabis or medical cannabis product upon completion of the analysis.

This bill would also require the testing laboratory to destroy the remains of a
sample of adult-use cannabis or adult-use cannabis product upon completion of the
analysis.
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MAUCRSA requires the bureau to develop procedures to require the destruction
of harvested batches whose testing samples indicate noncompliance with certain health
and safety standards, unless remedial measures can bring the cannabis or cannabis
products into compliance with specified quality assurance standards. MAUCRSA
defines harvest batch to mean a specifically identified quantity of dried flower or trim,
leaves, and other cannabis plant matter that is uniform in strain, harvested at the same
time, and, if applicable, cultivated using the same pesticides and other agricultural
chemicals.

This bill would remove from that definition the specification that the cannabis
plant matter be uniform in strain.

MAUCRSA requires the bureau to develop procedures to ensure that a testing
laboratory employee takes the sample of cannabis or cannabis products from the
distributor’s premises for the required testing and that the testing laboratory employee
transports the sample to the testing laboratory.

This bill would require the driver transporting the sample to be directly employed
by the testing laboratory.

MAUCRSA, beginning January 1, 2018, authorizes a licensee to sell cannabis
or cannabis products that have not been tested for a limited and finite time, as specified.

This bill would delete this provision.

This bill would authorize a testing laboratory to receive and test samples of
cannabis or cannabis products from a licensed manufacturer or licensed cultivator for
quality control purposes, and not for retail sale.

MAUCRSA prohibits a person that holds a state testing laboratory license from
licensure for any other commercial cannabis activity. MAUCRSA prohibits a person
that holds a state testing laboratory license from employing an individual who is also
employed by any other cannabis licensee that does not hold a state testing laboratory
license.

This bill would prohibit a person with a financial interest in a state testing
laboratory license from holding a financial interest in any other type of cannabis license.

MAUCRSA places restrictions on the packaging and labeling of cannabis and
cannabis products, including requiring that cannabis and cannabis products, prior to
delivery or sale at retail, be labeled and placed in a resealable, tamper-evident,
child-resistant package.

This bill would only require the packaging to be resealable if the cannabis or
cannabis product contains multiple servings.

MAUCRSA requires all cannabis and cannabis product labels and inserts to
include, among other things, identification of the source and date of cultivation and
the date of manufacture and packaging.

This bill would remove the requirement that the labels and inserts include the
source and date of cultivation and the date of manufacture.

MAUCRSA prohibits the manufacturing, sale, delivery, holding, or offering for
sale of cannabis and cannabis products that are misbranded. MAUCRSA also prohibits
the receipt in commerce of a cannabis product that is misbranded or delivery or offering
to deliver a misbranded cannabis product. MAUCRSA defines “misbranded” for this
purpose to include cannabis and cannabis products that are manufactured, packed, or
held in this state in a manufacturing premises not duly licensed under MAUCRSA.
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This bill would additionally prohibit the cultivation or processing of cannabis
or cannabis products that are misbranded. The bill would prohibit the receipt in
commerce of cannabis that is misbranded and the distribution of misbranded cannabis
product. The bill would additionally include in the definition of “misbranded” cannabis
or cannabis products that are, or consist of cannabis or cannabis products that are,
cultivated, processed, manufactured, packed, or held in a location that is not licensed
pursuant to MAUCRSA. By expanding the definition of crimes, this bill would impose
a state-mandated local program.

MAUCRSA prohibits the manufacture, sale, delivery, holding, or offering for
sale of a cannabis product that is adulterated and prohibits the adulteration of a cannabis
product. MAUCRSA prohibits the receiving in commerce of a cannabis product that
is adulterated or the delivery or profferal for delivery of an adulterated cannabis product.
MAUCRSA defines “adulterated” for this purpose, including that the methods, facilities,
or controls used for the manufacture, packing, or holding do not conform to the
requirements of MAUCRSA, as specified.

This bill would additionally prohibit the cultivation of cannabis that is adulterated,
the adulteration of cannabis, the distribution of cannabis or cannabis products that are
adulterated, and the delivery or proffering for delivery of an adulterated cannabis
product. The bill would include in the definition of “adulterated” for this purpose
cannabis where the methods, facilities, or controls used for its cultivation do not conform
with the requirements of MAUCRSA. By expanding the definition of crimes, this bill
would impose a state-mandated local program.

MAUCRSA specifies the procedures for the State Department of Public Health
to require a manufacturer to cease distribution of cannabis products and recall cannabis
products that it determines are adulterated or misbranded. MAUCRSA authorizes the
State Department of Public Health to affix a tag or other marking to cannabis that has
been embargoed as adulterated or misbranded and prohibits the removal or disposal
of the embargoed cannabis product until given permission by the department.

This bill would include cannabis in this procedure and would authorize a licensee
to voluntarily recall the affected cannabis or cannabis product and either remediate or
destroy the product. The bill would authorize a licensed cultivator to request permission
for continued cultivation or harvesting of cannabis subject to embargo and would
authorize the department to impose conditions on the continued cultivation and harvest
of embargoed cannabis. The bill would prohibit the correction of cannabis or cannabis
products found at an unlicensed location or cultivated, processed, produced, or
manufactured at an unlicensed location and would require the destruction of that
embargoed cannabis or cannabis product.

The California Constitution requires the state to reimburse local agencies and
school districts for certain costs mandated by the state. Statutory provisions establish
procedures for making that reimbursement.

This bill would provide that no reimbursement is required by this act for a
specified reason.

AUMA authorizes the Legislature to amend its provisions with a % vote of both

houses to further its purposes and intent.
This bill would state that the bill furthers the purposes and intent of AUMA.
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Vote: %;. Appropriation: no. Fiscal committee: yes. State-mandated local
program: yes.
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